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made a distinct hit. Friends tell 

us it’s the best thing Tue Ticx- 

ER has done. They have only 
to look at the Indicator to find where 
their stocks stand in comparison with all 
others, and to note which issues are ma- 
king progress or falling behind. 

Some are doubtful as to the authen- 
ticity of the figures. One party had the 
impression that statements of earnings 
were only put out to fool the public. 
Our figures on railroad stocks are taken 
from the last annual reports of the vari- 
ous companies, combined with the 
monthly statements now regularly sworn 
to and filed with the Inter-State Com- 
merce Commission at Washington. 
Every railroad company doing an inter- 
State business is now compelled to file 
these reports at the same time and in a 
uniform way. In most cases the fiscal 
year ends June 30th, and earnings for 
the remaining months are estimated by 
us. 

In comparing our fig .res with those 
of others, kindly bear in mind that we 
take into consideration future as well 
past months; so please don’t send s 
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other people’s references to earnings re- 
ported for the year ending last June, 
asking us to make them jibe with this 
table. 

Stocks which show no earnings are ar- 
ranged with regard to their price and 
whether they are common or preferred. 
We shall be glad to receive criticisms, 
suggestions or corrections. 

Since the April number of THe Tick- 
ER appeared, in fact, while it was in 
press, a very marked readjustment in 
prices took place. This of itself would 
have produced a number of changes in 
position among the various stocks. But 
in addition, many roads reported widely 
varying earnings. A certain company, 
for example, showed a decrease of $320,- 
000 net in one month and $500,000 de- 
crease the next month. Others, like At- 
chison and L. & N. are making tremen- 
dous increases. All these factors tend 
to alter future estimates and shift the 
leadership as well as the relative posi- 
tion of those which follow. 

Cuicaco & ALTON common made a 
splendid response to its statistical posi- 
tion, as shown in last month’s Ticker. 
Even when figured at a 12 point higher 
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price, it is still in a very strong posi- 
tion. Its earnings are not showing quite 
the same ratio of increase, so taking 
these two factors into consideration we 
find that the stock has dropped back in- 
to second place. 

ATCHISON’s tremendous gains in both 
gross and net have enabled it to jump 
from sixth place into the leadership. 
It is entitled on this showing to sell very 
much higher. The price at which it is 
figured is only 4 points above the previ- 
ous month, as compared with 10 to 15 
points for many of the others. It looks 
as though Atchison had not yet “made 
its run.” 

SouTHERN Raitway preferred has 
worked ahead of Union Pacific and into 
third place. Its present showing is not 
wholly due to reduced maintenance and 
transportation charges; gross earnings 
are showing a substantial increase, and 
at the current rate should shortly recov- 
er to normal. It will be remembered 
that this issue in 1905 and 1906 sold 
above par as a 5 per cent dividend payer. 

Union Paciric has increased its earn- 
ings on par, but has enjoyed a rise from 
174 to 187 resulting in a lower rate on 
price—10.8 per cent, compared with 11.5 
per cent. It now occupies fourth posi- 
tion. 

MinneEapouis, St. Paut & Sault 
Ste. Marte has not been able to follow 
the pace set by the other leaders and is 
now in fifth place. 

LoutsviLLE & NASHVILLE has made a 
remarkable showing, due both to eco- 
nomies and increased earnings. This 
issue is now in the first rank. 

Owing to allowance being made for 
the dividends on its stock holdings, To- 

, St. Lours & Western preferred 
is also found this month among the lead- 
ers. This road owns over half the com- 
bined common and preferred stock of 
Chicago & Alton and as Alton is now 
paying 4 per cent on both issues, the 
dividends paid into the Toledo treasury 
form an important part of the latter’s 
income. Toledo preferred is entitled to 
not more than the 4 per cent, which is 
regularly paid. 

NorrotK & WEsTERN has dropped 
back a couple of. pegs as a result of a 
lower estimated rate of earnings on par, 


combined with an advance of five points 
in price. 

SOUTHERN PaciFic common is still in 
ninth place—same as last month. 

Attantic Coast Line has improved 
its -position several notches, due princi- 
pally to increased earnings. 

Battrmore & Onto has advanced in 
price and its estimated earnings are a 
little reduced. Thus we find it in posi- 
tion No. 11 instead of No. 7. 

St. Paut and Missouri PAciric are 
both one point nearer the top. 

DeLawareE & Hupson is moving up. 

CANADIAN Paciric’s rise and lower 
percentage has cauSed it to drop from 
No. 10 to No. 17. 

Cotorapo SOUTHERN and Kansas 
City SouTHERN are “progressing back- 
ward.” 

Cuicaco & NORTHWESTERN has im- 
proved its status. 

CHESAPEAKE & OHIO has had an 8 
point rise, and is not showing quite as 
heavy increases in earnings. It has fal- 
len from eighteenth to twenty-ninth po- 
sition. 

The same is true of READING, which 
was No. 21 last month, compared with 
No. 31 now. 

St. Lours SouTHWESTERN preferred 
is several positions down owing to a 
lower rate of earnings. 

Many others have changed slightly, 
as shown by comparison. Hereafter the 
various stocks will be numbered, so that 
all changes in position may be seen at a 
glance. 

The trend of railway earnings is still 
toward improvement. 


Industrial and Other Stocks. 


We should like to include in our table 
all the industrials and miscellaneous 
stocks on the list, but this would lead to 
unfair comparisons. Many companies 
have issued no report since December 
31, 1907, and while this was the panic 
year, the majority of companies made 
a good showing. The full effects of the 
panic were reflected in the business done 
during 1908, hence we have included in 
the Industrial Bargain Indicator only 
those companies whose reports include 
at least nine months’ operations during 
1908 
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TABLE SHOWING WHICH STOCKS ARE THE 
BEST PURCHASES NOW 


BASED ON PAST, PRESENT AND FUTURE EARNING POWER AS COMPARED 
WITH MARKET PRICE 


RAILROADS 


Est. rate 
present earn. Price Earnings 
28 Apl. 7,08. on price. 


Atchison common 12.6 107 11.8% 
Chicago & Alton common : 72 11.5 
Southern Railway preferred 7. 65 11.4 
Union Pacific common y 187 
Minn., St. P. & S. S. M. common . 145 
Louisville & Nashville . 135 
Toledo, St. L. & Western preferred 70 
Norfolk & Western common 91 
Southern Pacific common 122 
Atlantic Coast Line 122 
Baltimore & Ohio common 112 
St. Paul common 150 
Missouri Pacific 73 
Delaware & Hudson 181 
Great Northern 147 
Pennsylvania 134 
Canadian Pacific 176 
Colorado & Southern common 63 
Northern Pacific common 

Minneapolis & St. L. pfd 

Pitts, Cin., Chicago & St. Louis common 
Brooklyn Rapid Transit 

Chicago & Northwestern common 

Toledo, St. Louis & Western common 
Ontario & Western 

Denver & Rio Grande preferred 

Illinois Central 

Kansas City Southern common 

Chesapeake & Ohio 

New York Central 

Reading common 

Southern Railway common 

N. Y., New Haven & Hartford 

Wisconsin Central preferred 

Cleve., Cin., Chicago & St. Louis common.... 
St. Louis Southwestern preferred 

Erie ist preferred 

Missouri, Kansas & Texas common 

Texas Pacific 

Erie 2d preferred 

Wabash preferred 

Rock Island preferred 

Wabash common 

St. Louis Southwestern common 

Rock Island 

Erie common 

Denver & Rio Grande common 

Wisconsin Central common 

Minneapolis & St. Louis common 

Iowa Central preferred 

Iowa Central common 

Duluth, South Shore & Atl. preferred 
Duluth, South Shore & Atl. common 


*Allowing for divs. on holdings of Alton stocks. 
**Allowing 10 per cent on preferred. 
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Date of report. Position. 


Dec. 31, 1908. Am. Tobacco com 
Dec. 31, 1908. U. S. Realty 

Dec. 31, 1908. 
Oct. 

Jan. 


Dec. 
Oct. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. q 
Feb. 1, 1909. 
Nov. 30, 1908. 
Oct. 31, 1908. 
Oct. 31, 1908. 
Dec. 31, 1908. 
Dec. 31, 1908. 
Dec. 31, 1908. 
Dec. 31, 1908. 
Dec. 31, 1908. 
Dec. 31, 1908. 
Jan. 31, 1909. 
Dec. 31, 1908. 
Dec. 31, 1908. 
Dec. 31, 1908. 
Dec. 31, 1908. 
Nov. 30, 1908. 
Jan. 31, 1909. 


*Preferred is cumulative and in arrears, 


Am. Can pfd 
U. 8S. Steel com 
Am. Ice Securities 


People’s Gas 
North American 


Mackay com 


Sloss-Sheffield com. 


N. Y. Air Brake 


Am. Can com 


Am. Woolen com 


Pacific Coast com 





INDUSTRIALS, &c. 


Including Only Those Which Have Reported Since October 1, 1908 


Republic Iron & Steel pfd..... 
Am. Smelt. & Ref. com 
Union Bag & Paper pfd 


Am. Telephone & Telegraph. 
National Biscuit com 


Am. Sugar Ref. com 
Railway Steel Springs pfd... 


Pacific Coast 2d pfd 
Am. Car & Foundry com.... 


Central Leather com. 


Tennessee Copper (par $25). 
Am. Woolen pfd. ........... 


Pressed Steel Car pfd 


Union Bag & Paper com 
Republic Iron & Steel com... 


Pressed Steel Car. com 
Railway Steel Springs com... 


Am. Steel Foundry com 


+Only draws from sub. cos. enough for 4% divs. 


Earned 
on price. 
11.7 


11.0 


Earned Price 
Apl. 8, ’09. 
395 
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The great majority of industrials make 
but one report each year; therefore fu- 
ture earnings cannot be estimated, as is 


done with the railroads. We will, how- 
ever, give the date of the last report, 
and by the aid of our Investment Di- 
gest the general trend of earnings may 
be judged. 

The figures this month show that the 
highest priced stock is the cheapest. 


AMERICAN TOBACCO common earned 
last year 46.3 per cent on par, which, 
on a price of 395, is 11.7 per cent. The 
stock is traded in on the curb, but the 
company’s preferred stock and bonds are 
listed. 

U. S. Reatty stands next. While pub- 
lic interest in this stock is small, its busi- 
ness is about as substantial as the New 


York City skyscrapers, which form its 
principal assets. 


Repustic Iron & Sreet preferred 
shows up well. This is a cumulative 
stock 7 per cent in arrears. 


U. S. STEEL common occupies a prom- 
inent position, although figured at 51. It 
remains to be seen how prospective tariff 
legislation will affect it, as well as the 
other steel stocks. 


A number of industrial issues are sell- 
ing at prices based more on prospective 
than past earnings. We trust the time 
will come when regular and uniform 
monthly reports will be available. This 
would add much to the stability of these 
stocks, owing to the increased amount of 
confidence engendered in the minds of 
investors. 





Notes on Copper 


Immediate Future of the Metal and Probable Effect on the Stocks 


By “SNAVE™ 


UCH has been written concern- 
ing the copper industry, and 
much will continue to be writ- 
ten; statistics will be compiled 

to show what has been, which figures 
can be secured from scores of sources, 
showing the world’s production and ap- 
parent consumption, together with aver- 
age prices and other details. 

Statistics are valuable, per se, much 
more for some commodities than others. 
They have a disadvantage, however 
(and not an unimportant one), in only 
presenting a concrete set of figures or 
comparisons, with no explanations as to 
the co-existent conditions which sur- 
rounded and produced the differences 
shown by the tabulations. Of course, 
I realize that one advantage of statistics 
is in their conciseness, and any digression 
from the simple statements of facts 
clouds the desired effect. 

If the saying that “history repeats it- 
self” be applied to the stock market it 
would mean that events are cyclic, but, 
unless one is a good historian the events 
of to-day carry little suggestion of a 
connecting past. An important thing to 
remember is that if events are cyclic 
there is always ground ahead to travel 
as well as that already covered, before 
the cycle is complete, the amount to be 
traveled depending upon the point in 
the journey already reached. Events 
may be what are termed cyclic, but they 
do not always move in a circle. Also, 
inasmuch as the numerous stocks traded 
in may be classified into eight or ten 
groups, they may be likened to our solar 
system—all moving generally in a given 
direction, but each having an independent 
movement peculiar to itself, both as to 
direction and duration of its individual 
cycle. For instance, the past eighteen 
months has seen a rise in all classes of 


stocks ; some of these hold their gain ex- 
tremely well and are destined for higher 
figures, as they travel in a large orbit; 
others, traveling in a smaller orbit may 
have already reached their perihelion and 
are in the descendent. Influences and 
causes peculiar to these latter stocks have 
produced but slight effect upon the stocks 
of the other groups. Therefore, each 
group of stocks should be studied in the 
light of its own governing characteris- 
tics, which is much more important to 
the trade than the general movement, 
which produces but a sympathetic and 
temporary change. 

In considering Copper stocks, the 
peculiar conditions attached should be 
accurately gauged, in order to determine, 
if possible, the point now reached in the 
cycle of their movements. No class of 
stocks requires more careful watching 
than mining stocks. The standard rail- 
roads and industrials have a set dividend, 
particularly in the preferred shares, 
which dividend is practically assured 
from year to year, with, perhaps, a 
slight change in panic times. The in- 
vestor is nearly certain to receive a uni- 
form rate upon his money, and is able 
to adjust his personal affairs with some 
degree of certainty. Copper stocks, 
however, carry no such assurance, and, 
to an investor who buys one year and 
receives, say 6 per cent. interest, the 
next year 8 per cent., the next year 6 
per cent., the next year 4 per cent. and 
then, perhaps, finds his dividends passed 
altogether, the prospect is far from pleas- 
ing, especially if the market price of his 
stocks has also decreased 50 per cent. 
or more. He would have been much 
better off had he invested in some stand- 
ard railroad stock netting about 5 per 
cent., even if in bad times his dividends 
has been reduced somewhat. “A half 
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a loaf is better than none” at all times. 


To an investor, the erratic changes in 
dividends of copper stocks are discourag- 
ing, but, to the speculator who expects 
to receive his dividends on the market 

in the price of stock, these same 
conditions provide excellent means for 
much profit. An investor who buys cop- 
per stocks for the dividends and then 
goes about his business, is not expected 
to keep in touch with affairs bearing on 
values as closely as the speculator, 
whose success depends upon keeping 
his finger upon the pulse of trade at all 
times. However, there are many specu- 
lators who cannot disassociate copper 
stocks from the balance of the list; in 
other words, they cannot see the move- 
ment such stocks have independently of 
the general movement. Their erratic 
movements give great chance for profit 
and the same erratic movements provide 
opportunity for great losses. Hence, 
we very frequently see the statement 
made, in a review of the day’s financial 
news, whether the trend of stocks was 


up or down, that “copper stocks moved 


contrary to the general market.” This 
statement at times will, of .course, be 
found to apply to other classes of stocks, 
but more often to the metals, which 
ay ee their independency of movement. 
n fact, copper stocks, considered in their 
relation to the whole, are meteoric rather 
than planetary, in their movements. 


Statistics will show that the average 
price of copper for twenty-eight years 
past is about 13 cents per pound. Also 
notice that after a period of high prices 
the drop has been pronounced, and the 
higher the price the greater the drop. 
It might be also well to consider the 
years of low averages intervening be- 
tween the high periods. The advocates 
of cycle movements would find in the 
following, something upon which they 
can base their arguments. If we take 
the year 1894, which had the lowest 
average price of copper so far obtained, 
and use this as a pivotal point, and com- 
pare the averages for thirteen years 
prior and subsequent thereto, we arrive 
at the figures in the next column. 


These figures form a complete cycle, 
full of coincidences. If you are a be- 
liever of this faith, without considering 


1894 average price 9.520c. 
1895 average 10.730 1893 average 10.750 
1896 10.980 1892 11.560 
1897 11.360 1891 12.760 
1898 12.050 1890 15.600 
1899 17.760 1889 13.490 
1900 16.650 1888 16.775 
1901 16.720 1887 13.850 
1902 12.160 1886 11.063 
1903 13.720 1885 10.838 
1904 13.010 1884 13.000 
1905 15.890 1883 16.500 
1906 19.616 1882 19.125 
1907 20.004 1881 18.188 


governing causes, where would you place 
the year 1908, with its average of 13.- 
420c.? According to the cycle its place 
would fail to correspond with the year 
1884, which followed several years of 
high prices, and, if precedent counts for 
anything, we are destined to have several 
years of lean prices. However, this 
article is not to deal with statistics as 
having any bearing on the present status 
of the copper industry, as it is the 
writer’s belief that the copper industry, 
in the meteoric drop in price of the metal 
from 26c. in March, 1907, to 12c. in 
October of the same year, has entered 
upon a new era; that the years 1881 to 
1907 are complete in themselves, and the 
years prior to 1881 comprise a formative 
period not entitled to comparison. I 
leave it to others to analyze the past, 
with that I have very little to do, except, 
from time to time, some reference may 
be made to emphasize a point. 

A few important causes for my belief 
in this new era may be cited. The po- 
litical tendencies of the present are all 
towards publicity. The public has a 
right to demand, and will continue to 
demand, more and more details pertain- 
ing to corporations in which they are in- 
terested as stockholders. 

The consuming public is better edu- 
cated than ever before, to a realization 
of economic conditions. The “muck- 
raking” of the past few years has not 
been for naught. Unconsciously it has 
made impressions which will influence 
future actions. It will be many years 
before the law of supply and demand is 
ignored as it has been recently in the 
cases of the copper and the steel indus- 
tries. 

Science and invention are working 
hand in hand to reduce the cost of ex- 
tracting and refining of coppers, and 
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with the increased knowledge the public 
has of the costs of producing copper, it 
will be somewhat of a task to compel 
them to buy the rhetal at a profit of 100 
per cent. to the mines. 

New fields of wondrous richness are 
constantly being discovered, and. each 
new field seems to carry with it a state- 
ment of a lower cost of production. 

Any increase in the price of the metal 
always stimulates production; mines 
with the lowest cost will endeavor to 
produce a maximum, and they would 
make the most money. This is good 
business as long as the demand 
continues, but when the demand is 
less than the supply, it does not take long 
to accumulate a surplus and the inevit- 
able happens. The price of the metal 
drops more or less until a level is reach- 
ed where there is either a resumption of 
buying or some curtailment of produc- 
tion. It is this latter alternative which 
will act as a safety valve to prices. If 
it were possible to get every copper pro- 
ducing company in the world to enter 


into an agreement to pool their output, 
and the world’s consumption were dis- 
tributed pro rata among them, we would 
have a condition where the price could be 
maintained arbitrarily at some figure 
where all the mines would make as 
much money as if they were running 


full speed at a lower price. It is ob- 
vious that if a mine makes 2c. a pound 
profit on I2c. copper, ona I5c. copper 
market, it would make as much money 
on less than half the production (gold 
and silver values included). 

But a mine with a cost of 7 or &c., 
with vast ore reserves and an up-to-date 
equipment, will think twice before it 
will allow its hands to be tied for the 
benefit of some more poorly equipped 
rival. Also, any such scheme would 
lead to further development and new 
mines would spring up which would have 
to be taken care of. The idea is possi- 
ble, but not practicable. It was tried 
some years ago by a French syndicate, 
which collapsed because it did not limit 
the production from the several mines, 
and production increased so rapidly that 
the syndicate was swamped with metal. 

Therefore, I repeat, that the fact of 
there being many new and important 
producing mines capable of turning out 


copper at a lower cost than ever before, 
who will be unwilling to sacrifice them- 
selves for their older rivals, will effectu- 
ally prevent any considerable curtail- 
ment of present production by agreement. 
Hence, we are confronted with a con- 
dition where either prices will drag 
along with a tendency to respond’ to 
good and bad news like a hairspring, 
or else consumption will have to increase 
by leaps and bounds to overtake the 
present enormous surplus. At the pres- 
ent writing, April Ist, there does not 
seem to be any effort toward a curtail- 
ment of production, which either indi- 
cates unbounded faith in the future of 
the metal to be consumed, or unbound- 
ed faith in the supply of cheap money 
which can be used for loans. 
Consumption of copper at the pres- 
ent time is by no means as rosy as 
some newspaper reports would have 
it. By this I mean copper actually 
purchased for consumption for im- 
mediate use. During the year 1908 
there were half a dozen periods when 
it looked as if the consumption had 
come to stay, but after the temporary 
buying power was satisfied the price 
eased off again under lack of buying 
orders. Considerable copper was pur- 
chased prior to, and immediately fol- 
lowing Mr. Taft’s election, but most 
of this was speculatively purchased, 
both by speculators abroad and by 
manufacturers at home, who expected 
a large rush of orders contingent 
upon the election. However, busi- 
ness revival was short-lived, and 
millions of pounds of the copper pur- 
chased the latter part of October and 
in November, at 14c. and over, are now 
being held awaiting an opportunity to 
be disposed of at a price which will 
let the purchasers out whole. All this 
copper has been “sold” according to 
the reports of the selling agencies; so 
it is as far as they are concerned, but 
it should form a part of the legitimate 
surplus as much as any copper lying 
in the yards of the refineries. It 
might be a surprise to some people 
to know that there are some concerns 
to-day who would like someone to ex- 
plain how they can dispose of 25c. 
copper they still have on hand, pur- 
chased in 1907, so that there will be 
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no loss. There were also considerable 
cancellations of orders for this 25c. 
copper which had been purchased 
during the stampede when people 
thought copper was going to replace 
silver. This would indicate that there 
was some copper purchased during the 
early part of 1907 when prices were 
25c. and over, that was bought specu- 
latively. Many manufacturing con- 
cerns realize this where it hurts the 
most, and they are going to be ex- 
tremely careful how they again load 
up with raw material for which they 
have no orders. The wounds of 1907 
have left bright red scars, and red is 
a danger signal. 

It is a fact that the American con- 
sumers will ‘not buy on a declining 
market, while our foreign friends do, 
and continue to buy on a scale down. 
By this I mean the rank and file of 
American buyers. The result is that 
when copper really does get to a 
point where it is cheap the large con- 
sumers will buy a good lot at the low- 


est price, which stiffens up the market, 
and we then receive the rosy reports 
of the good business coming in and 
the price goes up an eighth or a 


quarter. Then the trailers come along 
and are scared to death that all the 
copper in the market is absorbed and 
they commence to buy on an ascend- 
ing scale. After their needs are sup- 
plied, comes another period of stagna- 
tion until the copper purchased on the 
last rally has been consumed. People 
who watch trade reports must hot be 
misled by the reports of sales of copper ; 
there is always a consuming power of 
some kind and they must always buy. 
The thing to watch is the proportion 
of buying power to the total produc- 
tion, and a realization that the larger 
portion of the copper now being sold 
is going abroad for speculative pur- 
poses. Millions of pounds of this 
speculatively held copper were bought 
at higher prices than exist to-day. 
Millions of — have been purchas- 
ed on a scale down or sent abroad as 
collateral for loans. Therefore, each 
rise in the price of the metal of any ex- 
tent will bring out a liquidation of 
these holdings, which will have an ef- 
fect upon the quoted prices in London. 


Such sales of speculative copper, how- 
ever, may not go into consumption but 
will be taken on by others for specula- 
tive purposes at a higher level than 
now. In fact it cannot be absorbed 
until consumption overtakes the de- 
mand. 

The conditions which today militate 
against any sustained price of copper 
metal, are the following: 

The enormous stocks of copper, both 
in the states and abroad, which are 
awaiting but a slight rise to liquidate. 

The monthly increase in these stocks 
as shown by the reports of the produc- 
ers. 

The lack of business revival which 
was expected after election, together 
with adverse trade conditions world- 
wide. 

The evident determination of con- 
sumers, in face of the present political 
disturbances and _ their increased 
knowledge of economic conditions, to 
only buy from hand to mouth, thereby 
safeguarding themselves from the dis- 
astrous results of too much optimism 
experiences on several occasions dur- 
ing the past three years. This will 
prevent any large sales from appearing 
on the reports of the producers and 
will cause consumption to still run 
under the supply, which will increase 
the stocks unsold from month to 
month which increase will have a bear- 
ish tendency and still further clinch 
the determination of the consumer to 
buy as he is. 

The growth of production from 
mines with low cost figures, to whom 
the present price returns a fair profit, 
and who do not seem disposed to enter 
into any agreement to curtail produc- 
tion. , 
The conditions which will have a 
tendency to bull prices are: 

Faith in the future. This, however, 
should interest the investor rather than 
the speculator. There will be a gradu- 
al return of buying power, which will 
coincide with production, at some time 
or other not yet universally agreed 
upon. It will be a conservative in- 
crease, and to foster it to the desired 
end the producers and sellers of cop- 
per must pursue a conservative course 
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in their prices, as the buying power is 
now very timid. 

Cheap money. Copper purchased at 
12c. for speculation would, if sold at 
14c., return 17 per cent. on the money. 
It enables loans to be made on the 
surplus which permits the mines to 
continue production pending a return 
to the normal conditions. 


The strength of the manipulative 
forces controlling the copper industry. 
This is of interest to the speculator and 
should be most carefully watched. It 
is one thing to know that a stock has 
no right to sell where it is, based upon 
actual trade conditions, and it is an- 
other to back that opinion by going 
short of stocks. There may be more 
money in catching shorts than catch- 
ing orders for copper, with the pleth- 
ora of money loaning at present rates. 


The future of copper, the metal, for 
the next three or four months, seems 
to be within a range of 12%c. to 13%c., 
showing a very nervous state, and 
susceptibility to respond quickly to 
good or bad news. Speculators in 
stocks, however, should not so much 
concern themselves with the spurt in 
prices as with monthly averages as 
given each month, i. e., they should 
notice whether or not a rise in price 
is sustained long enough to affect the 
monthly average. A quick rise may 


exert a quick change in quotations of 
stocks, but if the quotations are not 
sustained the drop in same will cause 
a drop in the price of the stock. A 
continuance of the higher price, how- 
ever, will mean a higher return to the 
mines on the monthly average, which 
means more earnings, and should tell 
in the stock quotations. 

A final word to investors and specu- 
lators. Disregard all “past perform- 
ances”; consider the price of copper 
as between 12% and 13%c. for the 
balance of the year; get the cost of 
producing the copper of a mine in 
which you contemplate investing, and 
be sure you get the cost laid down in 
New York, and not the mine cost; 
see what profit your mine will make 
based on these figures and its present 
production ; watch out for the increase 
in production if it can produce at a 
profit at the above figures; notice 
carefully any steps being taken to re- 
duce costs. Any price over the above 
figures is bullish for all copper stocks, 
and any price under them is not neces- 
sarily bearish, for some of them, as 
your figures will show. Study con- 
ditions thoroughly and get correct in- 
formation. Look at the copper in- 
dustry through the twin glasses of 
supply and demand, and you may, 
perhaps, secure a clear view of the 
meteors. 





IMPORTANT ANNOUNCEMENT 
In future The TICKER will be mailed to regular subscribers one or 


two days before the magazine appears on the news stands. 


In view of the 


extreme value of our Bargain Indicator, we believe that those who subscribe 
by the year in advance are entitled to this advantage. 





Studies in Tape Reading 


By Rollo Tape 
Author of * Powers Behind the Market.” “ The Machinery of Manipulation,” &c. 


VII. Dull Markets and Their Opportunities 


ANY people are apt to regard a 

dull market as a calamity. 

They claim: “Our hands are 

tied; we can’t get out of what 

we've got; if we could there’d be no use 

getting in again, for whatever we do we 
can’t make a dollar.” 

Such people are not Tape Readers. 
They are Sitters. They are Billikens 
ex-grin. 

As 2 matter of fact, dull markets of- 
fer innumerable opportunities and we 
have only to dig beneath the crust of 
prejudice to find them. 

Dulness in the market or in any special 
stock means that the forces capable of 
influencing it in either an upward or a 
downward direction have temporarily 
come to a balance. The best illustration 
is that of a clock which is about run 
down—its pendulum gradually decreases 
the width of its swings until it comes to 
a complete standstill, thus: 


ROI 








How the market pendulum comes to a standstill 


Now turn this on its side and you see 
what the chart of a stock or the market 
looks like when it reaches the point of 
dulness. 

These dull periods occur most fre- 
quently after a season of delirious activi- 
ty on the bull side. People make money, 
pyramid on their profits and glut them- 
selves with stocks at the top. As every- 
one is loaded up, there is comparatively 


no one left to buy, and the break which 
inevitably follows would happen if there 
were no bears, no bad news or anything 
else to force a decline. 

Nature has her own remedy for dis- 
sipation. She presents the débauché 
with a thumping head and a moquette 
tongue. These tend to keep him quiet 
until the damage can be repaired. 

So with these intervals of market rest. 
Traders who have placed themselves in a 
position to be trimmed are duly trimmed. 
They lose their money and (temporari- 
ly) their nerve. The market, therefore, 
becomes neglected. Extreme dulness 
sets in. 

If the history of the market were to 
be written, these periods of lifelessness 
should mark the close of each chapter. 
The reason is: The factors which were 
active in producing the main movement, 
with its start, its climax and its collapse, 
have spent their force. Prices, there- 
fore, settle into a groove, where they re- 
main sometimes for weeks or until af- 
fected by some other powerful influence. 

When a market is in the midst of a big 
move, no one can tell how long or how 
far it will run. But when prices are sta- 
tionary, we know that from this point 
there will be a pronounced swing in one 
direction or another. 

There are ways of anticipating the di- 
rection of this swing. One is by noting 
the technical strength or weakness of the .« 
market. as described in our previous ar- 
ticle. The resistance to pressure men- 
tioned as characteristic of the dull period 
in March, 1909, has been followed by a 
pronounced rise, and at this writing the 
leading stocks are many points higher. 


This is particularly true of Reading, in 


which the shakeouts around 120 (one of 


“which was described) were frequent and 
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positive. When insiders shake other 
people out it means that they want the 
stock chemselves. These are good times 
for us to get in, for then we will enjoy 
having Mr. Frick and his friends work 
for us. 

When a dull market shows its in- 
ability to hold rallies, or when it does not 
respond to bullish news, it is technically 
weak, and unless something comes along 
to change the situation, the next swing 
will be downward. 

On the other hand, when there is a 
gradual hardening in prices; when bear 
raids fail to dislodge considerable quan- 
tities of stock; when stocks do not de- 
cline upon unfavorable news, we may 
look for an advancing market in the near 
future. 

No one can tell when a dull market 
will merge into a very active one; there- 
fore the Tape Reader must be constant- 
ly on the watch. It is foolish for him 
to say: “The market is dead dull. No 
use going downtown to-day. The leaders 
only swung less than a point yesterday. 
Nothing in such a market.” 

Such reasoning is apt to make one 


miss the very choicest opportunities, viz., 
those of getting in on the ground floor of 


a big move. For example: During the 
aforesaid accumulation in Reading, the 
stock ranged between 120 and 124%. 
Without warning, it one day gave indi- 
cation (around 125) that the absorption 
was about concluded, and the stock had 
begun its advance. The Tape Reader, 
having reasoned beforehand that this ac- 
cumulation was no piker’s game, would 
have grabbed a bunch of Reading as 
soon as the indication appeared. He 
might have bought more than he wanted 
for scalping purposes, with the intention 
of holding part of his line for a long 
swing, using the rest for regular trading. 

As the stock drew away from his pur- 
chase price he could have raised his stop 
on the lot he intended to hold, putting a 
mental label on it to the effect that it is 
to be sold when he detects inside distri- 
bution. Thus he stands to benefit to the 
fullest extent by any manipulative work 
which may be done. In other words, he 
says: “T’ll get out of this lot when Mr. 
Frick and his friends get out of theirs.” 

He feels easy in his mind about this 
stock, because he has seen the accumu- 


lation and knows it has relieved the mar- 
ket of all the floating supply at about this 
level. 

This means a sharp, quick rise sooner 
or later, as little stock is to be met with 
on the way up. If he neglected to watch 
the market continuously and get in at 
the very start, his chances would be 
greatly lessened. He might not have the 
courage to take on the larger quantity. 

On Friday, March 26, 1909, Reading 
and Union were about as dull as two 
gentlemanly leaders could well be. Read- 
ing opened at 13234, high was 133%, low 
132%, last 13254. Union’s extreme fluc- 
tuation was 54—from 180% to 181%. 
Activity was confined to such “pups” as 
Beet Sugar, Mexican Central and Kan- 
sas City Southern. 

The following day, Saturday, the 
opening gave every indication that the 
previous day’s dulness would be repeat- 
ed, initial sales showing only fractional 
changes. Copper, B. & O., Wabash pfd. 
and MOP were up % or™%. Union was 
\% higher and Reading % lower. Beet 
Sugar was down %, with sales at 32. 

Reading showed r1roo . 132% . 800. 
3%, Union 800 . 181 . 400. 181 . 200. & 
. 400. 181. A single hundred Steel at 
45%. B. & O. 109% . %. Reading 
132%. Beet Sugar 31% . 400. %. 
Union 800 . 180%. Steel r1ooo . 45. 
Beet 800 . 32. Steel 1500 . 45. Read- 
ing 1325%. Steel 447%. Market dead. 
Mostly 100-share lots. 

Reading 1600 . 132%. Steel 400. 45. 
Beet Sugar looks good on the bull side, 
300 . 32% . 700. %. Union 200. 1807%. 
Reading 500 . 132%. Union 300 . 180%. 

10.15 A. M.—American Sugar now 
responds slightly to the strength in 
Beet Sugar, but we should rather not 
see the cart before the horse. Sugar 
200 . 13074 . 600. 131. Beet 32% . 600 
. %. This stock holds the spot-light. 
Others inanimate. 

Ah! Here’s our cue! Reading 2300 
- 132% . 2000. %. 500. %. Coming 
out of a dead market, quantities like 
these taken at the offered prices can 
mean only one thing, and without 
quibbling the Tape Reader takes on a 
bunch of Reading “at the market.” 

Whatever is doing in Reading, the 
rest of the market is slow to respond, 
although N. Y. Central seems willing 
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to help a little—soo . 127% (after %4). 
Beets are up to 33%. Steel is 45%, 
and Copper 71%4—a fraction better. 

Reading 300 . 132%. Steel 1300 . 
45% . %. Union 181. Reading 300. 
132%. Beets 33%. Union 700. 181%. 
N. Y. Central 127% . 600. % . %. 
There’s some assistance! 

Union goo . 181%. Reading 132%. 
Copper 700 . 71%. Reading 800 . 132% 
- 133 . 900. 133. 1100. %. Central 300 
. 127%. Union 400. 181% . 300. %. 
Reading 1500 . 133% . 3500. %. Not 
much doubt about the trend now. The 
whole market is responding to Read- 
ing, and there is a steady increase in 
power, breadth and volume. The rap- 
id advances show that short covering 
is no small factor. Union 400 . 181% . 
700.1%. 400. %. 

It looks as though a lot of people are 
throwing their Beet Sugar and getting 
into the big stocks. St. Paul, Copper 
and Smelters begin to lift a little. 

Around 11 a. M. there is a brief 
period of hesitation, in which the mar- 
ket seems to take a long breath in 
preparation for another effort. There 
is scarcely any reaction and no weak- 
ness. Reading backs up a fraction to 
133 % and Union to 181%. There are 
no selling indications, so the Tape 
Reader stands by his guns. 

Now they are picking up again— 
Reading 133% . %. % .%. Union 
18154. Central 128% . 700. %. Atchi- 
son 1000 . 104% . 600 . %. Northern 
Pacific is complaisant, 141% . %. 
Union 1000 . 181% . 3500 . % . 2800. 
x . 2800 . % . 4100 . 182. Steel 45%. 

outhern Pacific 12x. St. Paul 146. 
Reading 2100 . 1337 . 1100 . 134 . 1700 


From then right up to the close it’s 
nothing but bull, and everything closes 
within a fraction of its highest. Read- 
ing makes 134%, Union 183, Steel 46%, 
Central 12874, and the rest in propor- 


tion. The market has gained such 
headway that it will take dire news to 
prevent a high, wide opening on Mon- 
day, and the Tape Reader has his 
choice of closing out at the high point 
or putting in a stop and taking his 
chances over Sunday. 

So we see the advantage of watching 
a dull market and getting in the mo- 


ment it starts out of its rut. One 
could almost draw lines on the chart 
of a leader like Union or Reading (the 
upper line being the high point of its 
monotonous swing and the lower line 
the low point) and buy or sell when- 
ever the line is crossed. For when a 
stock shakes itself loose from a narrow 
radius it is clear that the accumulation: 
or distribution or resting spell has 
been completed and new forces are at 
work. These forces are most pro- 
nounced and effective at the beginning 
of the new move—more power is need- 
ed to start a thing rolling than to keep 
it going. 

Some of my readers may think I am 
giving illustrations after these things 
happen on the tape, and that what a 
Tape Reader would have done at the 
time is problematical. I therefore wish 
to state that my tape illustrations are 
taken from the indications which ac- 
tually showed themselves when they 
were freshly printed on the tape, at 
which time I did not know what was 
going to happen. 

There are other ways in which a 
trader may employ himself during dull 
periods. One is to keep tab on the 
points of resistance in the leaders and 
play on them for fractional profits. 
This, we admit, is a rather precarious 
occupation, as the operating expenses 
constitute an extremely heavy percent- 
age against the player, especially when 
the leading stocks only swing a point 
or so per day. 

But if one chooses to take these 
chances rather than be idle, the best 
way is to keep a chart on which should 
be recorded every % fluctuation. This 
forms a picture of what is occurring 
and clearly defines the points of resist- 
ance, as well as the momentary trend. 
In the following chart the stock opens 
at 181% and the first point of resist- 
ance is 181%4. The first indication of 
a downward trend is shown in the dip 
to 181%, and with these two straws 
showing the tendency, the Tape Read- 
er goes short “at the market,” getting, 
say, 181% (we'll give ourselves the 
worst of it). 

After making one more unsuccessful 
attempt to break through the resist- 
ance at 181%, the trend turns unmis- 
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Chart showing points of resistance in a dull market 


takably downward, as shown by an al- 
most unbroken series of lower tops and 
bottoms. These indicate that the 


pressure is heavy enough to force the 
price to new low levels, and at the 
same time it is sufficient to prevent 
the rally going quite as high as on the 
previous bulge. 

At 180% a new point of resistance 


appears. The decline is checked. The 
Tape Reader must cover and go long. 
The steps are now upward and as the 
price approaches the former point of 
resistance he watches it narrowly for 
his indication to close out. This time, 
however, there is but slight opposition 
to the advance, and the price breaks 
through. He keeps his long stock. 

In making the initial trade he placed 
a “double” stop at 18154 or %4, on the 
ground that if his stock overcame the 
resistance at 18144 it would go higher 
and he would have to go with it. Be- 
ing short 100 shares, his double stop 
order would read: “Buy 200 at 181% 
stop.” Of course the price might just 
catch his stop and go lower. These 
things will happen, and anyone who 
cannot face them without becoming 
perturbed had better learn self control. 

After going long around the low 
point, he should place another double 
stop at 180 or 179%, for if the point of 
resistance is broken through after he 
has covered and gone long, he must 
switch his position in an instant. Not 
to do so would place him in the atti- 
tude of a guesser. If he is playing on 
this plan he must not dilute it with 
other ideas. 


Remember this method is only ap- 
plicable to a very dull market, and, as 
we have said, is precarious business. 
We cannot recommend it. It will not 
as a rule pay the Tape Reader to at- 
tempt scalping fractions out of the 
leaders in a dull market. Commis- 
sions, tax stamps and the _ invisible 
eighth, in addition to frequent losses, 
form too great a handicap. There 
must be wide swings if profits are to 
exceed losses, and the thing to do is, 
wait for good opportunities. “The 
market is always with us” is an old 
and a true saying. We are not com- 
pelled to trade and results do not de- 
pend on how often we trade, but on 
how much money we make. 

There is another way of turning a 
dull market to good account, and that 
is by trading in the stocks which are 
temporarily active, owing to manipula- 
tive or other causes. The Tape Read- 
er does not care a picayune what sort 
of a label they put on the goods. Call 
a stock “Harlem Goats preferred” if 
you like, and make it active, preferably 
by means of manipulation, and the 
agile Tape Reader will trade in it with 
profit. It matters not to him whether 
it’s a railroad or a shooting gallery; 
whether it declares regular or “Irish” 
dividends ; whether the abbreviation is 
X Y Z or Z Y X—so long as it fur- 
nishes indications and a broad market 
on which to get in and out. 

Take Beet Sugar on March 26, 1909, 
the day on which Union and Reading 
were so dull. It was a pipe to beat 
Beet Sugar. Even an embryo Tape 
Reader would have gone long at 30 or 
below, and as it never left him in doubt 
he could have dumped it at the top 
just before the close, or held it till 
next day, when it touched 33%. 
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5, 1909, Kansas City 
Southern spent the morning drifting 
between 4234 and 43%. Shortly after 
the noon hour the stock burst into ac- 
tivity and large volume. Does any 
sane person suppose that a hundred 
or more people became convinced that 
Kansas City Southern was a purchase 
at that particular moment? What 
probably started the rise was the plac- 
ing of manipulative orders, in which 
purchases predominated. Thus the 
sudden activity, the volume and the 
advancing tendency gave notice to the 
Tape Reader to “get aboard.” The 
manipulator showed his hand and the 
Tape Reader had only to go along 
with the current. 


Kansas City South. 


On March 


The advance was not only sustained, 
but emphasized at certain points. Here 
the Tape Reader could have pyramid- 
ed, using a stop close behind his aver- 
age cost and raising it so as to con- 


‘serve profits. If he bought his first lot 


at 44, his second at 45, and his third 
at 46, he could have thrown the whole 
at 465% and netted $406.50 for the day 
if he were trading in 100-share units, 
or $2,032.50 if trading in 500-share 
units. 


(Continued in the June TICKER.) 





Administrative Aspects of Investments 


And How English and German Investors are Protected by Law 
By Frederick A. Cleveland, Ph.D." 


HE usual point of view of the 
investor, I think, has very lit- 
tle relation to what we may 
call the administrative as- 

pects of investments. The investor, if 
he be a very conservative man, says to 
himself, “I want something good; I 
want something that is safe.” And 
having satisfied himself regarding the 
current reputation as to the safety of 
a particular stock or bond or mortgage 
or class of mortgages, whatever it may 
be, he then says, “As between invest- 
ment within that class, it is a matter 
of relative income”—so that his princi- 
ple is the highest income compatible 
with safety, he depending on what we 


may call the reputation of the invest- 
ment for his guide. 

He takes up this reputation very 
much as you would gain impressions 
about an office-holder, or about a pub- 


lic person in the community. He does 
not go about it to find out directly any- 
thing about the investment. He reads 
something in the papers that says 
something about it; he asks his neigh- 
bor; he asks his broker; he asks his 
banker, “What do you think about 
Northern Pacific preferred?” or, 
“What do you think about first mort- 
gage bonds of a certain kind?” After 
gaining an impression of the reputa- 
tion of a certain class of investment, 
he then formulates his opinion as to 
how much he had better take, and 
whether or not he had better take 
more of this or less of that. 

The real principle, so far as there 
is a principle involved, is the principle 
of the division of risk. In other words, 
he does not look critically into the in- 
vestment character of a stock or bond; 
he does not look into the administra- 

tion of the enterprise which issues this 


° \ddress delivered at wa Side Branch Y. M. C. 
A. , February 10, 


obligation; but, gaining this impres- 
sion as a matter of current reputation, 
he invests a little in this and a little in 
that and a little in something else of 
that class. 

Now that may sound rather frivo- 
lous, but I think that you will find, if 
you inquire carefully into this matter, 
that this principle is not peculiar to the 
small investor. The great savings 
banks, the great life insurance com- 
panies, act on very much the same 
principle. They buy from a circular 
that is issued by a broker; they buy 
from a statement, perhaps, which is 
the expression of opinion of somebody 
in whom he has confidence, not asking 
whether he has made any investiga- 
tion. The principle which you will 
find operative in our great investment 
institutions is the principle of the di- 
vision of risk. You will find it wher- 
ever there are investment institutions. 

I do not wish to suggest that it is an 
erroneous principle for persons having 
money to invest to divide the risk, but 
rather, aside from any precaution that 
may be taken against unsound judg- 
ment, that inquiry be directed toward 
the ascertainment of facts upon which 
judgment may be based. And not only 
is this aspect of investments before us 
clearly, but also the question of the 
administration of one’s investment; 
that is, we not only have the question 
of the administrative aspects of the 
concern issuing the stocks and bonds 


‘and mortgage to be considered before 


the purchase, but also the administra- 
tion of the investment after the pur- 
chase by the investor himself. That 
side of investments is seldom brought 
to the attention of the public. A per- 
son having invested in bonds or stocks, 
it is considered an easy matter to ad- 
minister on such an estate. But let 
me suggest to you some mistakes that 
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may be made—some mistakes that 
have been made. 

I call to mind a large university 
which, some fifty years ago, had given 
to it as an endowment half a million 
dollars. The bequest was in the form 
of bonds. These bonds expired about 
fifteen years after the bequest. Upon 
expiration they were paid at par. They 
were reinvested in 20-year bonds at 
about 125. The income on these bonds 
was gradually used as it came into the 
treasury of the university for the pur- 
pose of supporting instruction in sci- 
entific work. At the end of twenty 
years they had paid to them the prin- 
cipal. But they did not notice at that 
time that the principal had been very 
much reduced. In other words, they 
only had about 80 per cent., or $400,- 
000, that was paid back to them. This 
$400,000 was reinvested at a premium 
of about 20 per cent. At the end of 
twenty years that was paid. They 
found then that they had between 
$300,000 and $400,000. They suddenly 
awakened to the fact that their princi- 
pal was decreasing all of the time. And 
this was not discovered with respect 
to this particular investment, but with 
respect to another investment that had 
been almost completely wiped out by 
such a process of utilization of capital 
for current expenses. In other words, 
the man on the Street, when he sells at 
125, gives you an investment basis to 
purchase on. He says, “Here is an in- 
vestment that you can get 4 per cent. 
out of.” The person buying that, if he 
does not think of his investment in per 
cent., if the interest on the bonds pur- 
chased happens to be 5 per cent., is 
very apt to take that 5 per cent. into 
his income and spend it, not thinking 
that he is spending about I per cent. 
of his principal every year. 

That does not apply alone to bonds, 
but to real estate. A large number of 
institutions have suffered very serious- 
ly on this account, institutions espe- 
cially of the character of which I have 
just spoken. An investment is made 
in real estate, a large portion of which 
goes into a building. There is no 
thought that that building is deprecia- 
ting. They keep it painted, they keep 
a roof on it, they keep the floors so 


that they can be used; and they charge 
up these current expenditures as cur- 
rent expenses of operation. But as- 
suming that they repair that building 
—keep it in good condition—they 
leave out of consideration entirely the 
fact that that building is becoming ob- 
solete, and for the purposes for which 
it was constructed—perhaps at the end 
of fifty or one hundred years—it will 
be useless. It may have been built as 
an old style factory, and newer meth- 
ods require that they entirely rebuild 
that building. 

It may, perhaps, be a question of 
railway construction—style of bridge. 
It may be a street railway con- 
struction, where electrical equipment 
has played so large a part within 
the last few years. Perhaps every ten 
years it was necessary to completely 
overhaul that investment from the 
point of view of the physical proper- 
ties represented by it—to “scrap” the 
road when it was in fairly good condi- 
tion. They keep the road up, they 
keep the rails replaced, they keep the 
cars in such condition that they are in 
perfect operation. But along comes a 
new style of rail, a new style of con- 
struction necessary by virtue of the 
fact that the old horse-car line is trans- 
formed into a cable line. Perhaps ten 
years from that time the cable road 
will be transformed into an  under- 
ground electric road, and perhaps 50 
per cent. of that investment becomes 
depreciated—absolutely useless — by 
virtue, not of wear and tear, but 
through what is known as obsoles- 
cence—a factor that is not taken into 
consideration at all in calculating what 
the expenses of maintaining and oper- 
ating the property are. 

Therefore, if we are looking to the 
investor’s side, either from the point 
of view of properties which he may 
hold—of which he is the proprietor— 
or if we look upon the investor’s inter- 
est in the property that is represented 
by a bond or stock interest or a mort- 
gage interest, these questions must be 
considered before we can come to a 
conclusion with respect to such results 
as are stated in the current circulars 
that are put out by our railroads and 
by our street-car lines; by manufac- 
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turing companies and by different 
character of enterprises that. may is- 
sue statements to the public or to their 
stockholders, whether these _ state- 
ments be as to earnings and expenses, 
or as to profit and loss, or as to capital 
account, balance sheet statements and 
surplus, or as to distribution in divi- 
dends. Whatever be the aspect of an 
enterprise presented through the finan- 
cial statements, it is necessary for the 
person interested to inquire as to what 
has been the charae@ter of considera- 
tion given by the management to the 
up-keep of the property in estimating 
the earnings, expenses, profit and loss 
and capital surplus. 

The administrative aspect of invest- 
ments is not only suggested by the in- 
quiries which I have just alluded to, 
but also by the character of organiza- 
tion which is provided under the law 
of corporations. While in American 
practice the capital estate (if we may 
so call it) is almost lost sight of, still 
in the management of railroads the 
manner of the protection of capital has 
scarcely been noticed. While the road- 
beds have been kept up when they 
happen to have a surplus of funds and 
let go down when they happen to have 
uncertain or unfavorable results; while 
these matters have been solved by 
them in factory and in railroad man- 
agement, and even in what we may 
call the municipal and government se- 
curities, yet it has been assumed as a 
matter of law that the persons respon- 
sible for the administration of the es- 
tate usually give instructions to ac- 
count for the capital estates. 

In British law this not only finds ex- 
pression in the common principle of 
trusteeship (which applies equally to 
America), but in the statutory expres- 
sion of trusteeship, and the require- 
ments falling upon the trustee. If you 
will look into the British law, if you 
happen not to be familiar with it, you 
will find that not only the courts but 
the administrative officers of state are 
very careful in inquiring about what 
provisions are made to protect capital, 
and it is necessary to set up capital ac- 
count as a distinct account. In the 
first place the persons in charge of the 
corporation are required to set out in 


one account the money received from 
stockholders and bondholders, as cap- 
ital, and state to whom that capital 
was issued, as separate and distinct 
from the money received from opera- 
tion, and the expenses incurred, with 
the results of operation noted with ref- 
erence to this latter account. It is 
made not only a requirement of ad- 
ministration and a matter of trustee- 
ship, but a law is provided that the 
stockholder shall be responsible for 
the enforcement of these principles of 
administration. 

In other words, according to the 
British theory of law, the stockholders 
each year when they meet to elect of- 
ficers, may also elect somebody to rep- 
resent them as an auditor, who shall 
be independent, who shall have noth- 
ing to do with the management of the 
estate, who shall simply represent the 
stockholders, who shall examine and 
audit the account, and who shall have 
a right to all of the records and papers 
of the institution. He may call the of- 
ficers in for examination, and shall re- 
port whether or not the statements as 
rendered are true statements. These 
auditors are made both civilly and 
criminally responsible for the truth of 
those statements. So that you have, 
according to the British law, a means 
whereby the law for the administra- 
tion of an estate may be safeguarded 
and the stockholder may be protected, 
or, if not protected, the stockholder is 
to blame. Then, too, the law does not 
leave it entirely with the stockholder 
to say whether he shall have an audi- 
tor, for in case he fails to provide by 
election such an auditor, then the 
Board of Trade of London may ap- 
point one, representing, we may say, 
the state in protecting those who fail 
to protect themselves. Therefore we 
find in English experience better re- 
sults than we do in almost any other 
country. 

If we go to Germany, where the 
government has been very paternalis- 
tic, where they have assumed to in- 
quire very carefully after the interests 
of the stockholder, we find they are 
very careful not to permit stock to be 
floated until after it has had sufficient 
standing in the market to demonstrate 
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whether it is good, bad or indifferent. 
I say “floated”; I mean transferred af- 
ter the first flotation. In other words, 
holding the first promoters responsi- 
ble for bringing a concern on a paying 
basis before they are permitted to put 
their shares before the public and un- 
load. While they have been very care- 
ful in guarding the stockholder, they 
have not achieved as good results as 
they have in Great Britain, where the 
British law has been the democratic 
principle of letting the stockholder 
take care of himself. 

Now in providing a law under which 
the stockholder may take care of him- 
self, however, it has been prescribed 
as a conditional precedent that the 
stockholder must take care of himself; 
that he must appoint somebody who 
shall vouchsafe the character of ad- 
ministration which is being carried on 
under the trustee of the stockholder— 
the officers. It is a condition prec- 
edent to the existence of the company 
that such an auditor must be elected 
by the stockholder, or in case of fail- 
ure to do so, then appointed by the 
state. So that the English auditor 
does not stand as the representative of 
the officer, as is the case in America, 
where the auditor usually represents 
the majority stockholders, we may say, 
in the official circles. He does not 
represent the personnel of the admin- 
istration ; he is not subject to the bond- 
holder; he is not subject to the beck 
and call of some particular interests; 
but he represents the group of propri- 
etors themselves as organized in the 
annual meeting of the stockholders, 
and is superior to the officers. He does 
not take his instructions from an offi- 
cer, but gets his duties from the law. 
He has his appointment from the pro- 
prietor, and he is given the fullest pow- 
ers of investigation, besides being 
made responsible for the truth of all 
the statements that are made at the 
annual meeting, to which he is to re- 
port. 

Now this looks toward the adminis- 
trative aspect of investments; it looks 
toward the protection of capital; it 
looks toward informing the public with 
respect to investments before the pub- 
lic are asked or when the public are 


asked to buy. It is something that is 
almost entirely lacking from American 
corporation practice. It is something 
that is gradually coming to be de- 
manded, but demanded through public 
supervision — the German system 
(rather than the English system) of 
the paternalistic care over the inves- 
tor rather than that the government 
shall insist on the investor providing 
himself with means for his own intel- 
ligence. 

Looking toward the instruments 
employed for the protection of the 
stockholder and for the purpose of get- 
ting the administrative aspects of in- 
vestments before the public, we again 
find that English practice is far ahead 
of anything that we have in other 
countries, in that they are required to 
set out what may be called a double 
balance sheet. The double balance 
sheet separates the capital estate, as I 
said before, from the current estate. 
Or, if I may put it in other language, it 
is assumed that when you or I con- 
tribute funds to a corporation, those 
funds are to be as a reserve for the 
continuing use of the corporation ; that 
is, for the purchase of such equipment 
and for the supplying of such funds as 
are to be continuously and permanent- 
ly employed in the enterprise. It is in 
the nature of a trust to be protected by 
the officers; it is in the nature of a 
trust to be inquired into by the stock- 
holder and by the auditor representing 
the stockholder, that this trust estate, 
we may say, shall be set forth and sep- 
arately represented in a trust account, 
which we call their capital account. 

You find nothing of that kind in 
American corporation practice. I know 
of very few institutions, even private 
institutions of an eleemosynary char- 
acter, that attempt to do such a thing. 
There are a few eleemosynary institu- 
tions that adopt this practice. But so 
far as we may find from an inspection 
of public reports and the accounts of 
corporations, this design is entirely lost 
sight of, and they are constantly merging 
the trust estate into the current estate, 
so that you. cannot tell whether the 
capital is being impaired or whether it 
is being increased. 

We perhaps look back a few years 
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when such institutions as the North- 
ern Pacific, which had been paying 
dividends regularly up to a certain 
point, suddenly passed into the hands 
of a receiver. You find various insti- 
tutions that present a prosperous ap- 
pearance, looked at through their 
statements; they have been paying 
dividends regularly. And suddenly 
you find them absolutely insolvent. 
This comes from conditions which 


have simply winked at positions re- 
sulting from the merging of the trust 
estate, losing sight of the capital trust, 
and permitting an officer to state the 
current assets, as he calls it, in the 
same account as the trust estate, so 


that if those current assets happen to 
be worthless, you have completely di- 
verted attention from the true condi- 
tion of the business. 

The English law, if that were fol- 
lowed in this country, would require 
that in setting out separately the trust 
estate—the capital account—instead of 
being able to show a large surplus in 
the capital account and a large surplus 
perhaps in the current account, these 
items of current account would stand. 
out by themselves; they would lend 
themselves to a separate analysis, the 
character of which would be shown on 
the face of the statement. 





How Philadelphia Speculates 


By A Quaker 


O be concise and true, it would 

l only be necessary to say that 

in almost every instance Phil- 

adelphians know little about 
the elements of successful stock specu- 
lation. Of course, this statement grants 
an occasional exception; but, taken as 
a vast majority, they know nothing of 
the vital qualities of speculation which 
must be carefully followed to secure 
success. 

The brilliant coups which are con- 
stantly being heard of as happening— 
most largely in New York, but also oc- 
casionally in Chicago and Boston, are 
extremely rare in Philadelphia. There 
are two reasons: first, because Philadel- 
phians stick largely to the primitive 
notion of speculation, which is that of 
taking small profits and permitting large 
losses to accumulate; and second, be- 
cause they refuse to outgrow the habit 
of buying stocks on a scale down, and 
selling them on a scale up, instead of 
adopting the only safe plan of buying 
on a scale upward and selling on a scale 
downward, always with safe stop orders 
below or above the extreme prices at 
which the stocks are bought or sold. 

For it is an axiom of wonderful truth 


that a man may go to the poorhouse 
buying on downward scales and selling on 
upward scales, while he can never suffer 
greatly if he buys with an advance and 
sells with a decline. In truth it is, if 
still further developed in logical reason- 
ing, a confirmation of another statement, 
that disposition is of more value than 
capital in successful speculation; which 
still further elaborated, means that a 
man with almost infinitesimal capital 
may, by following logical lines in specu- 
lation, make more money than the man 
of very large means, who sticks to the un- 
reasonable ; and strange to say, the logical 
lines in speculation force you to be un- 
natural, while the unreasonable methods 
are the ones appealing most to your 
common nature and are vastly more 
popular. 

It is absolutely true that if any mer- 
chant or shopkeeper were to follow in 
their own branches of trade the same 
methods that are most popular among 
Philadelphia’s speculative class, every- 
one of them would become bankrupt. 
For it is the experience of every broker 
that in the almost total aggregate of 
their clients, they fight shy of buying 
stocks where they are selling at low 
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prices. and that their enthusiasm only be- 
gins to be kindled when stocks are sell- 
ing on a very high level. 

n other words, when the rich cream 
of the advance has already been gather- 
ed by the big men, and at best, only sky- 
blue skim milk profit remain for those 
who buy, and where the probabilities of 
loss are at a ratio of ten to one, then 
what is known as the Public are showing 
the greatest eagerness to buy. Suppose 
the merchant stocked his store with goods 
at high prices, and then between seasons 
when the demand was very light, or at 
times when merchandise was low, sold 
out, regardless of price, everything he 
had, and kept on repeating this per- 
formance. How long would he last? 
This is what the great army of Quaker 
City speculators are forever doing and 
the majority in fact, of speculators have 
done it, frequently against the urgent 
advices of their brokers. “Wall street 
and its Methods” and “The Curse 
is blamed, in- 
stead of the senseless course of the in- 
dividual. 

The two curses of speculation are, 
first, the one as outlined above, and sec- 
ond, that of over-speculation. With 
reference to the last named, what is 
more delightful than a trip to the sea- 
shore or a dip in the ocean, so long as 
you are careful to stay in your proper 
depth of water and not venture out be- 
yond the breakers where you lose your 
sure-footing and are apt to be over- 
whelmed by your collapse of self-con- 
trol, and by which, unless outside aid is 
given, you are doomed? You see at 
once the analogy. If you speculate with- 
in your legitimate means, feeling sure 
that either by your method of checking 
an early loss, or by capital sufficient to 
protect you against any probable decline 
in your holdings, then speculation loses 
both its dangerous and fatal aspects, and 
becomes a properly controlled effort to 
increase wealth. 

Philadelphia traders combine the ex- 
tremes in the matter of conservatism and 
great risk. Many of them never trade 
except for cash and in dividend-paying 
stocks, while the history of the Philadel- 
phia Stock Exchange contains proof 
that they are eager, under stimulus, to 
trade in the most vulnerable sort of 


of Marginal Trading” 


securities. In the boom period of 1899- 
1901, they bought promotions by the 


. millions of shares, the large majority of 


which have almost passed from memory. 
Such things as Pneumatic Horse-Collar 
which was so largely over-subscribed 
that, with a par value of $1.00, it sold 
at over $3.00 per share, illustrates this. 
There is no value whatever for this or 
dozens of other promotions, which were 
eagerly absorbed during this boom period 
at absurd prices. This served as an ex- 
cellent lesson, and to-day Philadelphians 
discriminate more carefully than ever 
before. 

The greatest difficulty confronting the 
development of a purely local sentiment 
here, such as exists in Boston with its 
Coppers, is that Philadelphia traders, 
both on the Exchange and off, too closely 
watch the trend of New York quota- 
tions, and are influenced in their local 
commitments by the New York tone. 

To this imperfect sketch, may I add a 
few choice local reminiscences of pithy 
personalities jostled against in a number 
of years’ experience? A Presbyterian 
minister in a Philadelphia church was in 
1870 caught short of Catawissa common, 
and the stock was several points above 
his selling price. It was during the 
early days when railroad accidents were 
very hurtful to the market price of 
stocks. He wrote a letter to his brokers 
saying “I have wrestled with the Good 
Lord in prayer and have besought him 
that some accident may occur on the 
Catawissa Road, such as will help me out 
of my distress.” A few days after, the 
Boston fire occurred and stocks tumbled 
in panicky fashion, Catawissa declining 
with the rest. The minister wrote to his 
broker saying “The Lord has heard my 
petition, and I have been ‘saved as by 
fire.’ ” 

Another eminent Methodist divine was 
carrying some Pennsylvania Railroad 
stock on margin, and in the great decline 
of 1878, which carried it down to 25, he 
was obliged to send several $500 checks 
to keep good. Finally coming down one 
day to his broker and placing his arm af- 
fectionately around the other’s shoulder, 
he told him how he nad prayed earnestly 
to the Lord to show him what he should 
do and requested that he might be guid- 
ed in opening the pages of his Bible to 
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some verse which should carry to him 
the proper advice. Continuing, he said, 
“I opened the pages at the particular 
chapter in Ephesians, and the first verse 
catching my eye was ‘Hold fast,’ and I 
have accordingly brought down another 
check.” When a few days later he was 
again called upon for another check, he 
remarked that “It must have been the 
Devil and not the Lord who answered 
my prayer.” 


An Episcopalian minister of this same 
city was once asking his broker as to 
what cheap stock he could buy outright 
with $1,000, that he might make some 
money. His broker suggested Texas 
Pacific, Wabash, Erie, Mexican Central, 
Laclede Gas and finally Green Bay, re- 
marking to him that if he were to buy 
the latter, every time he looked at the 


certificate, he would be reminded of the 
Psalmist where he says “The wicked 
shall flourish as the Green Bay tree.” 
The minister quickly resportded, “But 
you forget the remainder of that verse, 
which says ‘And I looked and behold, it 
was gone, and the place thereof knew it 
no more.’ I think I shall pass that by.” 
It was once again prophetical, as Green 
Bay, Winona and St. Paul was soon 
wiped out. 

One of our Catholic priests was one 
day looking for a profitable investment, 
in a broker’s office and a wire came 
over from a New York broker advising 
the purchase of “R. I. P.” which was 
the abbreviation of Chicago, Rock Island 
and Pacific. Reading over the dispatch 
carefully, he said “I am afraid of that, 
it looks too much like the graveyards 
I have frequently to pass through.” 





The very article which tickles you may cause some other fellow to cancel 


his subscription—and vice versa. 


Post Mortems 
A Roast on What Is and a Pointer on What Might Be 


On 


one side of the line we will list the Street literature and newspaper 
financial columns which bear upon the past history of the market; on 
the other side, that which relates to the future: 


| ET us draw an imaginary line to represent the present moment. 


Past 

Daily newspaper financial articles; 
“News for Investors” columns; the 
majority of market letters, reviews, 
etc., issued by brokerage houses; all 
chart records; in general, all statistics, 
financial statements and official an- 
nouncements of corporations; practi- 
cally all other Facts, as when a thing 
has become a Fact it belongs strictly 
to the past. 


Future 

Analyses of results, showing line of 
= and probable future status; 
orecasts of earnings, based on official 
figures of orders or business on hand; 
examination of fundamental and tech- 
nical factors, showing probable effect 
on future prices. 
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Now just stop and consider what a 
mass of stuff is thrown at us each day, 
every line of which is a Post Mortem— 
an examination of the dead past. 
Whether that past is an hour or a day 
old matters not. We never realize 
profits by reading about it. 

Then observe what a scarcity there 
is of material which forecasts and 
shows us how to make a dollar to-mor- 
row or next week. 

If we are not in the market for mon- 
ey, what is our excuse? Not the sen- 
sation of hitting it right; not merely 
for amusement; not for the vindication 
of our judgment. No! We risk our 
time, cash and nerves for what we 
hope to make, and one of the reasons 
why we don’t make more is this Sa- 
lome-like passion on the part of finan- 
cial writers, who insist upon serving 
up the plattered dead head of the mar- 
ket. 

We want to know the workings of 
this living financial organism, its ten- 
dencies,. its characteristics, its innate 
strength or weakness. By this means 
we shall be better able to anticipate its 
probable future performances. We 
can judge nothing by the average 
“dope” with which the country is now 
flooded. 

I defy you to select from to-day’s 
newspapers one solitary fact which of 
itself defines your best course for the 
future. You will find statements of 
earnings, but these simply show a 
comparison with the. previous year’s 
record. Last year may have been ab- 
normally bad and this year only fair, 
but the statement shows a big increase 
and you impulsively buy the stock on 
this ground. The issue may be selling 
in the fifties and earning nothing; the 
fat increase may be the result of skin- 


ning the road—there is nothing to 


prove the contrary. 

The financial editor launches into a 
vast discussion of the foreign ex- 
change situation or the position of the 
Bank of France. We want to know 
whether Union Pacific will sell at 200 
before 150, and why. 

The reporter who writes those small 
aragraphs for our daily paper, when 
e does attempt a prediction, states: 

“It is asserted in some quarters 


“that the decline in Steel has dis- 
“counted all the unfavorable fea- 
“tures of the Tariff Bill, but there 
“are many who refuse to accept this 
“opinion.” 

In other words, Steel may go up, but 
it might go down. Take your choice. 

Another Postmortemer says: “Mis- 
souri Pacific opened higher and more 
active.” Upon investigation we find 
that the opening price of MOP was 4% 
up from the previous day, total sales 
during the first hour being 500 shares. 
From this we conclude that the writer 
was long 10 shares of MOP, and if the 
stock would only go up as it should he 
could get his wife’s ring out of hock. 

Even if he had not exaggerated, the 
item is absolutely worthless. It is his- 
tory. 

Here are two post mortem clippings 
from the New York Evening Sun of 
February 23, 1909. The first was ta- 
ken from the front page on which, ow- 
ing to the extraordinary activity of the 
market, there appeared an article with 
display heading, containing one man’s 
story of what happened. 

New York Central also slid off be- 
‘cause of the actual adverse decision 
of the United States Supreme Court 
against the company in the cases in which 
the railroad company was charged with 
giving the American Sugar Refining com- 
pany some rebates 
The other clipping is from the reg- 

ular daily article on the financial page, 
and gives another man’s version of the 
same decision. 


The Supreme Court decisions in the liti- 

‘gation against the New York Central 

Railroad Company in giving rebates to 

the American Sugar Refining Company 

— no particular influence upon either 

Each writer contradicted the other. 
Neither knew what he was talking 
about. 

In order to state as a fact that New 
York Central did or did not slide off 
as a result of this decision, it would 
have been necessary for the reporter 
to locate each seller of New York Cen- 
tral on that day and ascertain whether 
the majority did part with their stock 
for this reason. 

There were 23,500 shares of New 
York Central sold during the session, 
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and no doubt the sellers, scattered all 
over the earth, held various lots, from 
one share up. So it would seem quite 
a task for anyone to learn whether the 
bulk of it was sold for the above rea- 
son. 

It is, therefore, obvious that the two 
doctors whose post mortem examina- 
tions resulted in such contradictory 
decisions were pawing the air for 
something to say. They knew nothing 
about the corpse, and should not have 
been allowed to record their respective 
guesses. 

The facts were: A decision was 
rendered against the railroad. Its 
stock declined 4% points net for the 
day. But as other issues broke from 3 
to 10 points, there is nothing to prove 
that New York Central would not 
have declined just as much had there 
been no decision. 

We pick up a market letter of the 
type characteristic of the general run 
of Stock Exchange houses. What do 
we learn from it? It says that the 
market was strong (this happened yes- 
terday) at the opening, but later in the 
day declined on reports that, etc., etc. 

Of what use is such material? 

We read all about yesterday’s mar- 
ket in last night’s paper. 

It’s a waste of time to mull over 
-dead issues. 

No wonder the majority of market 
letters go, unopened, to fatten the of- 
fice cat and provide the janitor with 
additional revenue from his waste pa- 
per perquisite. 

In some letters we find a leaven con- 
sisting of a few lines regarding the im- 
mediate future of the market—not of 
individual stocks. This is good in its 
way, but if we were to take a dozen 
letters we might find as many different 
opinions contained in their closing par- 
agraphs. And, after all, the ordinary 
trader cannot deal in more than a few 
stocks at a time, and even if the advice 
as to the general market were invari- 
ably correct, his particular issues 
might not respond. 

The public thirsts for facts which 
can be tied up to and sworn by—facts 
collected with judgment, proved logi- 

«cally or mathematically, and arranged 


so that the conclusions are _ self-evi- 
dent: 

Security holders and speculators 
have too long been stuffed with 
garbled news, interlarded with snap 
opinions. Practically every offhand 
opinion of the market’s future may be 
regarded as worthless, because no one 
actually knows—least of all those who 
give no time to an exhaustive study of 
both underlying and surface condi- 
tions. Exhaustive study does not 
mean rehashing what has appeared on 
the news ticker—all that relates to the 
dead and gone past. 

To produce a financial page or a 
market letter of actual value there 
should be a careful gathering of facts; 
a selection of the most vital points; a 
reasoning out of their probable bearing 
upon future prices; their presentation 
in brief, readable paragraphs. 

The chorus of editors and market 
letter writers will shout at this: “It 
can’t be done. What? Cut out our 
regular financial article and our gossip 
column and substitute something new 
which would violate all the traditions? 
Make predictions that if wrong will 
lead people to ‘come back at us’? Oh, 
no! It would never do in the world.” 

Let me here explain that Wall 
Street with its newspaper vermiform 
appendix, is the ruttiest community in 
the world. Things are done there now 
just as they were a quarter of a cen- 
tury ago, a new idea being considered 
blasphemous. : 

So in presenting this idea let me as- 
sure you that it is not new. The ideal 
market letter and financial article al- 
ready exists—in fact it has been print- 
ed for a number of years. It is writ- 
ten by a man named Powell, who signs 
himself “Ackland,” and it appears 
daily in the Boston Financial News. 

Once more the chorus: “So! You're 
booming that paper, are you?” An- 
swer: If we were we should not be 
calling your attention to the fact. 

Judge for yourself a reproduction 
from a recent issue: 


The market has been intensely dull at 
times with spurts of activity usually ac- 
companied by advances in two or three 
stocks. 

Atchison has been in demand on the 
splendid showing of earnings yesterday, 
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which indicated that business in the com- 
pany’s territory had improved very mate- 


y. 

The Western farmers seem to have come 
out of the panic and depression without 
any serious interference with their pros- 
perity. 

The big crops and the high prices for 
grains have added enormously to the wealth 
of the country. We are getting the benefit 
of this buying power now in the West. 

It is possible to get any view of the 
tariff desired, but the one thing obvious 
is that the bill which finally becomes a law 
will not contain anything inimical to the 
business interests. : 

This will gradually be understood by the 
public and then we shall have more active 
general business even before the tariff is 
settled. 

It igs evident that the pessimistic talk re- 
garding the effect of the steel duties is being 
overdone and that the industry is gradually 
recovering from the severe depression. 

The copper metal situation is gaining 
strength and the buying this month has 
been on a very much larger scale than for 
some time past. 

The effect of this buying will be seen ia- 
ter on in the figures of the Copper Pro- 
ducers’ Association, showing the deliveries 
as well as the actual production. 

The stocks at present are not burdensome, 
and if any further accumulation is prevented 
there will be no.trouble in absorbing the 
surplus when business gets better. 

There are many copper producers, in 
fact, who believe that the demand will be 
larger than the supply before the end of 
the year. 

So far as prices are concerned, the ten- 
dency should be toward a higher level and 
larger profits for the producers, owing to 
the ease in the money market, as there is no 
forced selling. 

The condition of the Erie is now consid- 
ered very much improved by the gains in 
earnings, and these will be added to as the 
improvements are completed. 

The report that the dividend on Chicago 
and Alton is to be guaranteed was not gen- 
erally believed and the buying is thought 
to be on the earning power. 

Toledo, St. Louis & Western might be 
willing to guarantee the dividend, but it 
would be a question whether such a guar- 
antee would add materially to the value of 
the security. 

The preliminary estimates of the cash 
movements for the week indicate a small 
gain by the clearing house institutions as 
the amount received from the interior was 
larger than the total gold exported. 

Money rates are so low, however, that 
the bank statements are not a factor in the 
speculation and have not been for some 


past. 

It is known, also, that if money rates ad- 
vance, the gold we have sent to Europe 
would come back to replenish the reserves. 

Mexican Central was more active than 


usual and the price advanced without any 
particular reason except the work of a 


The hour from one to two o'clock was 
about as dull as it is possible for the mar- 
ket to be and the price changes were in- 
significant. 

An official of the Harriman lines was quo- 
ted as saying that Mr. Harriman expected 
to go on building branches and new roads 
wherever they were needed. 

This show of confidence will have an in- 
fluence on the other railway managers, and 
in this way help restore the railway demand 
for materials and labor. 

The extent to which labor was unemploy- 
ed last year is shown by the fact that the 
United States Steel Corporation alone em- 
ployed some 55,000 men less. 

There is very little to be said of the 
crops now, but it is certain that irrigation 
has removed the greatest danger of a se- 
rious crop failure in this country. 

It seems to be a time when both pa- 
tience and confidence are needed, but the 
market does not give indications of any 
attempt at large liquidation. 

The market closed fairly strong but with- 
out much animation and the feeling seems 
to be that we cannot expect a very active 
speculation for the time being. 

The editor of this column will always 
be glad to hear from his readers—either 
inquiry, criticism or suggestion. 

ACKLAND. 

Powell is sometimes wrong in his 
deductions and his conclusions (who is 
not?), but his method is always right. 
More help, more suggestions and more 
satisfaction may be derived from one 
of his letters than from all the other 
daily newspaper financial columns in 
America combined. Its author lays 
the cards on the table in the order of 
their importance, discards the chaff, 
tells you how the game stands, and 
nudges you when there’s a chance to 
make a dollar. 

Powell deserves to make a million 
dollars and be emulated by every 
newspaper and market letter scribe in 
the country. 

Boston must hold some strong at- 
traction, for we would have you know, 
Mr. Powell, that New York is the fi- 
nancial centre, and your good stuff is 
sorely needed here. 

Our criticisms apply to all regular 
daily newspapers, but not to the mar- 
ket letters issued by all brokerage 
houses. Some of the latter are helpful, 
extremely. valuable in the line of sug- 
gestion, owing to systematic and intel- 
ligent investigation. 
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Please do not ask us to discriminate. 
Each must do this for himself. And, 
by the way, it is only fair that the 
house which supplies you with a letter 
which you value should be granted a 
share of your patronage. 

We hope that in future there will be 
fewer Post Mortems; that less atten- 


tion will be given to Hindsight and 
more to Foresight. Remember Hor- 
ace Greeley’s famous remark, and for 
the sake of present and future readers 
and clients, we ask you, scribes, edi- 
tors and reporters, to PULL OUT OF YOUR 





Your friends who are operating blindly will thank you for putting them 


in touch with this magazine. 


sample copies. 


Send us their names and well mail them 


Mechanical Methods 


Messrs. Gibson and Manwaring are Unable to Agree as to Conditions 
Governing a Test | 


My dear Sir: Referring to the 

article in the February number of 

Tue Ticker, which has just been 
brought to my attention, entitled “A Test 
of Mechanical: Methods,” I would like 
to make the following statements. 

My original proposition to Mr. Man- 
waring was that he test the value of his 
system and the methods which I have 
employed in their comparative light. I 
did not state that his system was not 
capable of succeeding; in fact, I was 
not in a position to make any such state- 
ment, as I know nothing about it. I 
do, however, make the broad statement 
now, that I have examined in recent 
years a great many systems and have 
never found that any of them brought 
satisfactory results. It appears to me 
that in this business the thing to be 
striven for is the maximum of profit 
with the minimum of risk, and if my 
methods are better than his system, I 
believe I will continue to adhere to them. 


| aca: TuHeE TICKER MAGAZINE— 


Mr. Manwaring, in his reply to my- 


communication, makes the following 
counter propositions : 

1.—That we deposit $1,000 each and 
that his representative will undertake “to 


beat the market” by buying or selling 
stocks hypothetically according to the 
system which Mr. Manwaring has im- 
parted to him, taking twelve consecutive 
months during a certain year—1906, 7 
or 8. 

2.—That I read all the stock quota- 
tions from the New York Sun and 
that these hypothetical purchases and 
sales be made thereon. 

3-—That I select the 12-month pe- 
riod, thus eliminating any question of 
memory. 

4.—That, if the test fails to show 
substantial profits during the period, I 
am to take the $2,000, while if his rep- 
resentative succeeds in making substan- 
tial profits, Mr. Manwaring will take 
the $2,000. 

I can scarcely think that Mr. Man- 
waring is serious in reducing a matter 
of this kind to a mere wager that he 
will make some money by his system. 
What represents a “substantial” profit is 
not mentioned and is, therefore, not defi- 
nite. So far as the eliminating of the 
question of memory is concerned, that 
is practically an impossibility. Any man 
who knows anything at all about the 
market would know that in the year 
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1906 (if that year was chosen) he should 
sell in the first part of the year and buy 
in the last part of the year; that in 1907 
he could sell continually until November 
and then buy, and that in 1908 his pur- 
chases could be made continuously with- 
out fear of loss. 

I do not wish to impute any intention 
on Mr. Manwaring’s part to take ad- 
vantage of me by choosing the past as 
a test, but looking at the matter purely 
in a business light and as a bet, no man 
who makes a business of taking wagers 
would entertain for an instant such a 
proposition. As soon as my $1,000 was 
deposited it would be simply a matter of 
the integrity of the representative han- 
dling the system as to whether or not [ 
was the loser. I will undertake to take 
any year Mr. Manwaring may name, let 
him call the quotations to me as he sug- 
gests, and make not only a substantial 
profit, but an enormous profit, by mere 
recollection of the trend of the market 
in that period. 

There is another objection to this hy- 
pothetical trading. The operator invari- 
ably assumes that he can buy or sell at 
the exact prices he names—something 
which any trader knows to be impos- 
sible. There is no guarantee that if a 
stock touches a certain price a buying 
order previously placed at that price will 
be executed, nor is there any guarantee 
that a selling order under similar condi- 
tions would be executed. Orders placed 
at the market will show a decided disad- 
vantage to the buyer or seller at the 
end of a year if he considers the differ- 
ence between what his orders were ex- 
ecuted at and what the market was when 
such orders were given. It may be con- 
tended that the chances in this regard 
are equal, and that we should sometimes 
get the worst of it and sometimes the 
best of it, but any trader of any ex- 
perience knows that this is not the case. 

There is also the assumption in the 
testing of most systems that stop orders 
can be executed at certain prices. This 
is another fallacy. Over night the mar- 
ket might go through our stop orders a 

int or two, and even in the open mar- 

there is no guarantee that we will 
be able to stop our commitments at the 
price named. I have frequently seen a 
stop order which had been resting for 


weeks executed from I to 2 points below 
the market in a wild run on an active 
stock. Someone has to take the worst 
of it. These things may be small enough 
on individual operations, but they 
amount to a very great drawback at the 
end of a year. 

Mr. Manwaring states that he has been 
accused of wasting his time on a system 
when the study of basic underlying con- 
ditions would have been more profitable, 
and this he refutes by stating that he has 
given careful consideration to such con- 
ditions. I cannot conceive how it would 
be possible to formulate a mechanical 
system subject to basic conditions, which 
are continually changing, or how such a 
system could be made successful in the 
hands of an amateur unless he was also 
able to modify his system to meet 
changes in business conditions. If the 
system is to be modified in the periods 
of threatening crop failure, for example, 
it appears that it would be absolutely 
necessary for the system operator to 
have full and accurate information as 
to the crops, otherwise the method be- 
comes purely mechanical and does not 
allow for or contemplate a crop failure. 

I think Mr. Manwaring’s reference to 
my use of charts is a little unfair. | 
have frequently stated when producing 
charts, that they are compiled merely for 
the purpose of picturing history con- 
veniently, so that we may draw from 
precedent a logical deduction as to what 
will happen in stock prices provided 
causes and conditions are the same. It 
would be utterly impossible to form a 
definite opinion of the future of stock 
prices unless we had some knowledge 
of what had occurred in the past, and | 
think such knowledge is almost valueless 
unless we analyze the causes which 
brought about certain movements and 
ascertain whether or not they are pres- 
ent or probable at the time of our inves- 
tigations. Take for instance the chart 
he refers to, showing stock prices, crops, 
trade balances and bank clearings. This 
chart accompanied my letter of Febru- 
ary 15 and was issued for the purpose 
of showing that the stock market faith- 
fully reflected our cereal production and 
that bank clearings and trade balances 
were largely dependent on the crops. 
This letter was sent out just prior to 
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sending my crop expert into the West, 
where he was kept until | was reason- 
ably sure as to the outcome of the cereal 
production of 1908. 

It was shown, by the way, by- the 
chart in question, that only once in 25 
years has there been any divergence be- 
tween crops and stock price movements, 
that was in the year 1896—the period of 
the silver agitation, when we were dis- 
credited in the eyes of every civilized 
nation .because of the menace to our 
money standard, and consequently no 
one wanted to buy our securities and 
even good crops could not lift us from 
the doldrums. I am sending you here- 
with copy of the letter and chart, so 
that you may see for yourself that there 
is absolutely nothing remotely connected 
with stock trading on any system of 
charted movements in connection there- 
with. The same statement refers to all 
the charts I have produced. 

I do not believe there is any way to 
test the efficacy of any method of opera- 
tion whatever except by actual commit- 
ments in the open market on unknown 
premises where all the drawbacks and 
dangers, including the mental disturb- 
ance and apprehension which is not pres- 
ent in this retrospective speculation, are 
present in actuality, and, therefore, I 
would not accept a mere record of past 
performances as the best evidence. Con- 
sequently I must decline Mr. Manwar- 
ing’s counter-proposition. 

Very truly yours, 
THomas GIBSON. 


March 6, 1909. 
Mr. Manwaring's Reply 


Editor THe Ticker Magazine: 

Dear Sir :—I note in Mr. Gibson’s let- 
ter of March 6th several statements 
which seem to call for reply. 

1.—Mr. Gibson says: “My original 
proposition to Mr. Manwaring was that 
he test the value of his system and the 
methods which I have employed in their 
comparative light.” 

Technically Mr. Gibson is correct, yet 
it should be remembered that I made the 
first proposition, which was aimed at 
demonstrating the value of my method. 
To this Mr. Gibson responded by a sug- 
gestion that we compare my method with 
his, an entirely separate proposition from 


my offer to demonstrate what I could do. 

2.—Mr. Gibson also says: “I did not 
state that his system was not capable of 
succeeding; in fact, I was not in a po- 
sition to make any such statement, as I 
know nothing about it.” 

It was largely to put Mr. Gibson in 
just that mental attitude that I issued my 
original challenge. 

I have claimed from the first that he 
was not justified in broadly condemning 
all mechanical systems. Any man is en- 
titled to say, “I do not believe,” but the 
scientifically accurate man is very slow 
to say, “It cannot be done.” 

In order to enable Mr. Gibson to judge 
of my methods I wrote him about a year 
ago and subsequently called on him, of- 
fering to show what I could do at first 
hand. While he received me in a very 
courteous manner, he did not elect to 
even look over my work, which would 
have cost him nothing but a little of his 
time. 

Mr. Gibson says he can hardly think 
me serious in reducing the matter to a 
mere wager by offering to deposit $1,000 
against his $1,000, I to take the money if 
I succeed and Mr. Gibson to take it if 
I fail. 

My reasons for making that offer 
were partly as follows: 

I did not care to switch from my orig- 
inal proposition to prove that J could 
beat the market into a test to prove that 
I could beat Mr. Gibson especially, as 
to comply with Mr. Gibson’s offer would 
drag the matter out and compel me to 
bother with running a little separate ac- 
count for a whole year. However, if I 
had given these reasons before offering 
to put up the $1,000, it might, in the 
minds of some, have put me in the posi- 
tion of being afraid to lose the $1,000; 
besides, I believe that it is part of the 
argument of my worthy opponent that 
making a test with nothing to lose is eas- 
ier, as fear is eliminated. Hence my 
standing to lose $1,000 would put me in 
the position of an actual trader, i. e., 
having a real money loss staring me in 
the face in the event of failure. 

In regard to my remembering the 
market, Mr. Gibson says: ‘So far as the 
eliminating of the question of memory 
is concerned, that is practically an im- 
possibility. Any man who knows any- 
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thing at all about the market would know 
that in the year 1906 (if that year were 
chosen) he should sell in the first part of 
the year and buy in the last part of the 
year; that in 1907 he could sell continu- 
ally until November and then buy and 
that in 1908 his purchases could be made 
continuously without fear of loss.” 

Mr. Gibson probably overlooks the in- 
ident which he cites in his book, “Cycles 
of Speculation” (p. 15), wherein three 
traders, being told that Sugar during a 
certain period had suffered a 20 point 
decline, were given an opportunity to 
make imaginary trades from the actual 
tapes on which this decline was record- 
ed. Even with this positive knowledge, 
two of the traders lost their capital and 
the other only won by taking an unfair 
advantage, as explained by Mr. Gibson. 
These traders did not even have to de- 
pend upon memory ; they knew what was 
coming. 

To show that no feats of memory are 
involved in my plan: Some little time 
subsequent to my challenge, I was sud- 
-denly and without previous preparation 
-asked to make a test in your presence as 
to my ability to trade in cotton. This 
was especially severe on me, for I had 
never followed, studied or operated in 
-cotton and knew absolutely nothing 
about it; yet, without hesitation, such a 
test was made covering a period of two 
years. This test showed as follows: 


Test oF TRADING In CoTToN—1907-8. 

Net points profit, 516 or 

-Greatest series of losses, 
points, or 

“Greatest amount of capital re- 
quired if started at worst time. 

‘This at its worst would therefore 

show on the capital invested a 

profit per year of over 

Furthermore, as to the question of 
memory, I would call attention to the 
following points : 

1.—I specified in my challenge that I 
was to know nothing of the date se- 
lected for the test until it was all over. 

2.—No man living can remember 
~every 2 per cent move over three years, 
-and it will be recalled that I invariably 
use a stop of not over 2 points on every 

~commitment. 

3.—I always have been and am will- 
“ing that you, the Editor of THe Ticker, 
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shall have disclosed to you a full knowl- 
edge of my method, and you could then 
vouch for my trading on every indica- 
tion, regardless of any knowledge or 
memory of past movements. I pre- 
sumed that Mr. Gibson would be willing 
to accept such confirmation as conclusive. 


Mr. Gibson says, “I will undertake 
to take any year Mr. Manwaring may 
name, let him call the quotations to me 
as he suggests, and make not only a 
substantial profit, but an enormous profit 
by mere recollection of the trend of the 
market in that period.” 

Will Mr. Gibson do this under the 
same conditions that I bind myself to, 
i. ©: 

1st—Not know the date; 2nd—Al- 
ways use a 2% stop; 3rd—Never pyra- 
mid or change his unit of trading, that 
is to say, always trade in 100 share lots 
and never be committed for more or 
less at any one time? 

Mr. Gibson further says: 

“The operator invariably assumes that 
he can buy or sell at the exact prices he 
names . . . There is no guarantee that 
if a stock touches a certain price a buy- 
ing order previously placed at that price 
will be executed, nor is there any guar- 
antee that a selling order under similar 
conditions would be executed.” 

These facts every amateur trader 
learns in his first few days of trading, 
and I trust Mr. Gibson will not pay me 
the poor compliment of assuming that I 
am such a tyro in the market as to ignore 
these elementary points. 

All my orders are “at the market” or 
on “stop,” which makes them. market 
orders when the price is reached. I have 
kept records of actual variance from or- 
ders over such a long time that I know 
from experience what factor to allow. 
I have actually traded with real money 
in about every kind of market imagina- 
ble, all the way from periods of stagna- 
tion, to, and through panics. I know 
the game thoroughly from actual experi- 
ence. 

Mr. Gibson further says: “I cannot 
conceive how it would be possible to 
formulate a mechanical system subject 
to basic conditions, which are continually 
changing, or how such a system could be 
made successful in the hands of an 
amateur unless he was also able to mod- 
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ify his system to meet changes in busi- 
ness conditions.” 

Grant for the moment that Mr. Gib- 
son cannot conceive of such a thing, I 
ask in all fairness, does that prove its 
impossibility? Certainly not. 

Mr. Gibson evidently compiles reams 
of complicated statistics from which he 
reasons out his conclusions. If he “slips 
a cog” in his reasoning his followers 
lose their money. All experienced op- 
erators know how easy it is to slip said 
cog, and to err, or how likely some un- 
expected disaster is liable to upset all 
such hypothetical conclusions. My meth- 
od is built upon the tape itself. The 
tape takes and summarizes all news, all 
disasters, all manipulation, etc., and 
prints the proper conclusion in the form 
of prices and volumes. Therefore I am 
guided by the tape and not by compli- 
cated reasoning and forecasting. 

As to altering the system to meet 
changing conditions, it suffices to say 
that such changes are automatic, and are 
made and controlled by the tape itself. 
The amateur, therefore, need pay no at- 
tention to conditions, as my system is 
thoroughly automatic and mechanical. 

In view of Mr. Gibson’s antipathy to 
mechanical methods read this: 

“IT think Mr. Manwaring’s reference 
to my use of charts is a little unfair. I 
have frequently stated when producing 
charts, that they are compiled merely 
for the purpose of picturing history 
conveniently, so that we may draw from 


precedent a logical deduction as to what 
will happen in stock prices provided 
causes and. conditions are the same.” 
(The italics are mine.) I leave it to 
your readers to decide whether or not 
Mr. Gibson has acknowledged the value 
of mechanical methods. 

In conclusion of this controversy I 
reassert : 

I have, in every test made, been able 
to show greater net profits than losses. 

My method is purely mechanical and 
simple enough for any novice to use. 

It does not require any complicated 
statistics or reasoning, nor any great or 
difficult calculations or charts. 

Any intelligent grammar school grad- 
uate could use it. 

I am, and have been, ready, able and 
willing to prove this to any one in whom 
I am interested. 

In brief, I have a definite mechanical 
plan of operation in which I have confi- 
dence. 

The proof that other people also have 
confidence, is found in several sworn 
statements which I have in my posses- 
sion from persons whom I have instruct- 
ed in this method. These persons have 
taken their oath that it is completely 
satisfactory to them, and all I have rep- 
resented it to be. 

Respectfully, 
G. A. MANWARING. 


(The “Analyst.”) 
77 W. 34th St., Bayonne, N. J. 
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Two Important Fundamentals 


By Roger W. Babson 
I1.—FOREIGN MONEY RATES AND FOREIGN EXCHANGE 


NNOTE: These two subjects form Numbers 18 and 19 respectively, of the Twenty-Four Fundamentals 
mentioned in Mr. Babson's book “ Investments: What and When to Buy.” 


- 9 HESE two subjects are usually 
discussed together, because 
they are so closely related 

and because the first is not 
sufficiently important to be treated as 
an independent subject. In fact, all 
that needs to be said regarding foreign 
money rates is that money, like water, 
seeks its level, unless artificially held 
or forced. Therefore if money rates 
are low in the United States but for 
some time have been high in England, 

Germany or France, we are sure to 

have higher rates and possibly a period 

of stringency in the United States. 
There are two reasons for this: 
first because the loans to American 
bankers by foreign bankers will be call- 
ed for payment or the foreign rate will 
be so raised that it will be more profit- 
able for Americans to borrow at home. 
Second, because foreign bankers will 
begin to borrow in America and thus 
take advantage of the lower American 
rates. As both of these causes are in 
operation at the same time, the rates 
very soon equalize, foreign rates de- 
<lining and the American rates increas- 
ing. This is also conversely true; 
when money rates in America are high 
but foreign rates have been low for 
some months, the tendency is for 

American rates to decline and foreign 
tates to increase. 

In studying foreign rates, investors 
and merchants consider simply loaning 
rates of the three leading foreign 


banks; namely, the Bank of England,,. 


the Bank of France and the Bank of 
Germany. The tabulation and inter- 
pretation of these rates is very simple, 
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probably the simplest of any of the 
subjects studied for forecasting money 
conditions. The student of affairs 
should always keep in mind, however, 
that low foreign money rates have 
their disadvantages as well as their 
advantages, as very often they signify 
a low state of trade which under cer- 
tain conditions may spread to America. 
This phase of the subject cannot, how- 
ever, be discussed at present, owing to 
its complicated nature. 


Referring again to the figures for 
foreign money rates as affecting 
American money rates, it may be seen 
that this equalization can only be ac- 
complished through the transferring 
of gold and by the purchase and sale 
of foreign exchange. Therefore, al- 
though the ablest merchants study 
both foreign money rates and foreign 
exchange, theoretically a study of for- 
eign exchange will take the place of 
foreign money rates. 

Foreign exchange is quoted as to 
“actual rates” and as “quoted rates” 
and for a general description of the 
subject we quote Howard Irving 
Smith as follows: 

“The quotation ‘actual rate’ means 
the rate at which exchange is sold in 
large amount by a dealer; the quota- 
tion ‘posted rate’ means the prelim- 
inary asking rate of the day before 
an actual rate is made and this is the 
rate usually exacted for a small amount 
of exchange by a dealer. The actual 
and posted rates are the rates at which 
dealers sell bills of exchange issued by 
themselves. They do not as a rule an- 
nounce the rates at which they will 
buy commercial bills of exchange ; that 
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is a matter of negotiation and depends on 
the nature of the two bills. The »ews- 
papers, however, publish approximate 
prices for commercial bills. 

Foreign exchange is payable in the 
money of the country upon which the 
exchange is drawn; that is, where the 
exchange is payable. 

The equivalent of $1.00 in English 
money is 49.3 pence or 4 shillings 1.3 
pence. 

When foreign exchange is quoted 
in the money of the country where it 
is bought, the unit of money of that 
country, is figured at so much in the 
money of the country where the bill is 
issued. Thus, when sterling exchange 
is quoted at 4.86.65, one pound ster- 
ling in exchange is worth $4.86.65. 

When foreign exchange is quoted in 
the money of the country where it is 
payable (not where it is bought), the 
unit of money of the country where it 
is bought is figured at so much in the 
money of the country where the bill is 
payable. Thus, when exchange on 
France is quoted at 5.18 (5 francs 18 
centimes), $1 in exchange is worth 
5.18 francs. 

When a bill of exchange is quoted 
in the money of the country in which 
it is issued, but is payable (is to be 
paid) in the money of the country up- 
on which it is drawn (where it is pay- 
able), the higher the quotation (or 
rate) the higher is the cost of such ex- 
change, for the reason that a high rate 
requires more of the money of the 
country where the bill is purchased to 
buy a given amount of the money of 
the country where the bill is payable. 

On the other hand, when a bill of 
exchange is quoted in the money of 
the country upon which it is drawn 
(which is also the money in which it 
is to be paid), as francs, the higher the 
quotation, the less is the cost of such 
exchange, for the reason that more of 
the foreign country’s money can be 
purchased for $1 at a higher rate than 
can be purchased at a low rate. 

Illustration: If exchange for £1 is 
purchased for $4.89 it costs more than 
if purchased at $4.84. On the other 
hand, if exchange for 5.25 francs (5 


francs 25 centimes) is purchased for $1 
it costs less than if $1 is paid for 5.11 
francs; or, putting it another way, $1 
buys more in francs at the high rate 
than it buys at the low rate. 

The amount paid for a “time bill” 
depends on the length of time it has to 
run and the rate of interest prevailing 
in the country where the bill is paya- 
ble. A commercial bill payable in 
London three months after date is 
bought by a dealer in exchange in New 
York at a price which is equal to a bill 
payable on demand, less three months’ 
interest at the existing rate of interest 
in London. The London rate of inter- 
est serves as the basis in calculating 
the price of the bill, for the reason that 
the bill is payable in London and to 
make it equal to a draft payable on de- 
mand it must be discounted in Lon- 
don. 

High cost for exchange ordinarily 
means that the international balance is 
against the country where the high 
cost prevails; conversely low cost for 
exchange ordinarily means that the in- 
ternational balance is in favor of the 
country where the low cost prevails. 


Political Factors 


Some of the most successful merchants. 
of the old school always maintained that 
the three greatest factors which in- 
fluenced business conditions were crops, 
money and politécs, and that of these 
the most important was politics. Cer- 
tainly a study of the history of the 
business conditions of the United States 
seems to bear out this statement, and 
that portion of American history with 
which these pages are most especially 
concerned—from 1860 up to the present 
time—is most admirably described by 
Alex. Dana Noyes in his “Thirty Years 
of American. Finance.” 

There has always been a most deli- 
cate relation between politics and the 
state of trade, and almost every period 
of depression and period of prosperity, 
although not wholly due to political 
conditions, has been greatly augment- 
ed by them. 

Among those various political fac- 
tors may be mentioned the following: 


The Embargo Act in the early part of the century, 


The War of 1812, 
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The Establishment of the United States Bank, 
The Discontinuance of the United States Bank, 


The Beginning of State Rights, 
‘The Slavery Discussion, 

The Civil War, 

The Reconstruction Acts, 

The Inflation of the Currency, 
The Resumption Act, 

The Silver Coinage Law, 


The Resumption of Specie Payments, 
The Circulation of Silver Certificates, 


The Radical Measures under President Arthur, followed by the panic of 1884, 
The Campaign and Election of the Republican party in 1888, coincident with 


the period of prosperity, 


The Silver Purchase Act and the great gold exportation, followed by the 


panic of 1893, 


The Tariff Legislation of the ’90s, followed by the prosperous conditions of 


1900, 
The Various Bryan Scares, 


President Roosevelt’s Campaign against the Trusts. 


Of all these various acts, the most 
dangerous were those affecting the 
currency and the acts affecting the tar- 
iff. - Both of these are very sensitive 
matters. Any change in the money 
standard or banking conditions which 
in any way affects either domestic or 
foreign confidence is very destructive 
to the commercial prosperity of the 
country. Moreover, when banking 
questions or the money standard are 
discussed in Congress there seems to 
be an immediate division of interests 
between the producer or the manufac- 
turer and the banker or the investor. 
The legislation desired by the producer 
seems to be opposed by the investor, 
and vice versa. The reason for this is 
very evident, as anything which tends 
to make money. easier to the producer, 
depreciates the value of money in the 
hands of the bankers and investors 
who possess it. On the other hand, 
legislation which strengthens the im- 
portance of the banker and investor 
tends to handicap the producer and 
manufacturer. 

Any legislation designed to reorgan- 
ize the banking system of the United 
States on anything but a strictly gold 
basis, as the banking systems of Eng- 
land and other countries are founded, 
is always a dangerous sign. Any leg- 
islation which gives additional impor- 
tance to gold is always greeted with 
approval by all classes of manufac- 
turers, merchants and investors, ex- 


cepting those holding government 
bonds. All other legislation, especial- 
ly that recognizing as a standard sil- 
ver, or anything other than gold, is al- 
ways a dangerous sign, as it causes 
bankers and investors to call loans and 
to raise rates. Such conditions usual- 
ly precede a general crisis. 

As to the propriety of high or low 
duties on foreign goods, there is still 
a question for debate, and on both 
sides are found leading economists. 
Although nearly all bankers are in fa- 
vor of protection, yet most economists, 
upon whose advice the bankers depend 
regarding all other matters, are almost 
without exception against protection ; 
but whether high tariff for protection, 
or low tariff for revenue only, is best 
for the country, the fact remains that 
whenever the subject is discussed, for 
either one side or the other, or when- 
ever there has been a change in classi- 
fications on duties, this discussion and 
special enactment of any legislation 
has always affected business condi- 
tions. hile the adoption of certain 
tariff legislation has given a great im- 
petus to prosperity, the previous dis- 
cussion of the subject has always tend- 
ed to disturb confidence, promote a 
feeling of uncertainty and seriously 
check business. This point of view is 
very well described by Mr. Henry 
Hall as follows: 

“In the United States the business 
world has become accustomed to the 
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protective principle; and even the 
prospect of reduced duties has always 
chilled the spirit of enterprise, while 
the reality has always given a set back 
to business, sooner or later. On the 
other hand, enactment of a protective 
tariff, in lieu of one for revenue only, 
has always proved exciting and has 
quickened into intense activity the 
looms, forges and machinery of the en- 
tire country. 

“The backward state of American in- 
dustry prior to the Civil War is held 
to have been due in large measure to 
the relaxation of protection under the 
tariff laws of 1842 and 1857. There 
can be no question that the twenty or 
more tariff enactments from 1861, 
when the Morrill protective tariff went 
into operation, to 1872, when the sys- 
tem had fairly been adjusted to the re- 
quirements of home industry, aided 
materially in developing the mines, 
sustaining the factories against for- 


eign competition, supplying the rail- 
roads with an immense and profitable 
traffic, and promoting the farming in- 
terests of every section of the states. 

“The lower duties of 1883 on many 
manufactures added to the force of 
other evil influences, which ended in 
the crisis of 1884. 

“The crisis of 1893 rose in a distinct 
measure from the agitation in the then 
Democratic Congress for a tariff rev- 
enue only, which eventuated in the 
Wilson bill. 

“The prosperity which the states now 
enjoy must be attributed in a marked 
degree to the protective tariff, enacted 
under President McKinley. 

All writers on crises agree in giving 
great weight to tariff changes. An in- 
vestor should therefore at all times be 
fully informed with regard to such ac- 
tual or possible revolutions in political 
control at Washington as are likely to 
have a bearing on the tariff laws.” 


UE 


FFE 


UCKRAKERS who pitch into 
Wall Street make some queer 


blunders. An emotional muck- 

raker named Upton Sinclair 

was moved to write a book about Wall 
Street. He knew the swollen rich by 
name and by their Park Row reputa- 
tions, but it occurred to him that if 
he came to Wall Street and found some- 
body who really knew him he might get 
some rich human color. He needed not 
to know what they did in Wall Street. 
They did everybody, especially widows 
and orphans, as he very well knew, but 
it was desirable to learn how they did it. 
He was sent by a friend to talk to a 
man who might tell him a great deal. 
This man happened to be a seam-strained, 
ticker-scarred veteran of the game who 
could himself write a dozen books. Sin- 
clair found him in the customer’s room 
of a prominent Stock Exchange house, 


introduced himself as from the mutual 
friend, sat himself down and said: 

“Now, tell me about Wall Street.” 

The wrinkled son of speculation was 
expecting every third quotation to be 
stopped out of a thousand shares of 
Union Pacific, and, anyhow, what an 
insane way for the muckraker to begin! 

“What do you want to know about it?” 
the veteran mildly asked. 

Said Sinclair: “I want to know all 
about it.” 

Out went the Union Pacific. 

“Young man,” said he who could have 
written a dozen books, slowly strangling 
a cigar, “I have been at this for thirty 
years and more and I don’t know any- 
thing about Wall Street.” 

That must have been exactly what 
Sinclair wanted. He went enthusiastic- 
ally away and wrote his book.—Wall 
Street Journal. 
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Allis-Chalmers—President says shipments 
of machinery for April 50 per cent above 
last April. No cuts to be made in wages. 
General outlook good and will become nor- 
mal when tariff adjusted. 
Amalgamated Copper—Walker’s Copper 
Letter expects will sell 90 before 70. 
cultural Chemical—Wall St. Jour- 
nal says year ending June 30, 1909, will be 
10 to 15 p. c. better than 1908. All factories 
working overtime, but com. divs. far dis- 
tant. Est. com. earning i$ Te 
Sugar—Boston Fin. News est. 
fiscal year will show nearly 6 p. c. on com. 
compared with 4.2 p. c. in 1908 and 1.0 p. c. 
in 1907. Not believed divs. likely till $3,- 
000,000 notes due Mar., 1910, are provided 
[. Reported cash on hand over $1,000,- 
against former current indebtedness of 
, . S. production beet sugar inc. 
60 p. c. each year since 1905. 
Am. Car & Foundry—Hayden, Stone & 
Co.’s oa says this co. now in first rank of 
Am. equipment cos.; that it has never is- 
sued a bond or increased its capital; that 
its surplus equals $82 per sh. on the com. 
stock; that it is the only equip. co. which 
paid com. divs. during the depression; that 
= = not be directly affected by new 


yon ‘Cotton Oil—Said that as U. S. pro- 
duces 15-16 of world’s output of cotton seed 
oil, this co. will not be affected by Payne 
bili, lacing that commodity on free list. 

Am. Ice Securities—Year end. Dec. 31, ’08, 
surplus inc. $660,111. Reported only small 
amount of $3,000,000 Ist and genl. mtge. 
bond issue was subscribed at 88 by stock- 


holders; balance offered by C. D. Barney 
& Co. at 90 and int. 
Am. Smelting & Ref.—Official circular 
shows earnings for 6 mos. end. Oct. 31, 
1908, equal to 8 p. c. on com. Boston Fin. 
News says improved demand for lead and 
copper; officials claim co.’s business as- 
sured through ownership of securities and 
long time contracts; opening of new mines 
leaves ample room for new International 
Co. without encroachment on Am. S. & R. 
Co.’s business. 
Am. Sugar Refining—Report year end. Jan. 
2, 1909, shows 7.2 p. c. earned on capital 
against 9.7 Fi; c. previous year. Surplus 
dec. $2,246,374, and now stands $22,697,722, 
equal to over 50 p p. c. on com. 
Am. Telephone & Telegraph—J. S. Bache 
& Co.’s special letter shows growth in net 
coreiogs © ae 7 in 1 to $23,479,- 
290 in 190 7; Be co.’s business is “depres- 
sion proof”; — in 1908 it earned full 
ear’s div. in mos. Report year end. 
ec. 31, 1908, bal applicable to divs. inc. 
$1, 852,320. Co.’s pamphlet report an in- 
teresting document. 
Woolen—Reported has booked $25,- 
$09,000 worth of orders since Jan. 1, against 
000,000 gross business whole of 1908. 
Nearly all mills almost on full time, against 
only 30 p. c. in operation last year. 
Atchison, Top. & Santa Fe—Halle & Stieg- 
litz special letter says earnings 7 mos. end. 
Jan. 31 show =) ¢. on com. and for Dec. 
and Jan. avg. 22% p. c.; equity demands 
larger dividends. Com’l West and N. Y. 
Sun say earning about 15 p. c. Clement, 
Curtis & Co. say present rate of earnings 
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only exceeded by Union Pac. Proposed 
bond issue postponed but will be made la- 
ter, subject to new Kansas law. Increase 
of nearly $5,000,000 net for 8 mos. due 
mostly to decreased maintenance and ex- 
penses. Semi-an. div. 2% p. c. on com. de- 
clared. 
Atlantic Coast Line—Virginia permits inc. 
in max. passenger rate from 2 to 2%c. per 
mile. 8 mos. net earnings to Feb. 28 show 
nearly 40 p. c. inc. over last yr. W. C. 
Langley & Co.’s letter says: As more than 
half L. & N. stock is owned by Atl. Coast 
Line, inc. equity from this source equals 
4p.c.on A. C. L. 
Baltimore & Ohio—W. C. Langley & Co.’s 
letter shows avg. surplus for com. divs. 
1904-8 9 p. c.; 6 mos. end. Dec. 31, 1908, 
showed 4% p. c. Reported will order 8,000 
steel cars. 
Batopilas Mining—Reported shipped 110,- 
000 oz. bullion in March. 
Bethlehem Steel—Earnings for yr. end. 
Dec. 31, 1908, show final net dec. 77 p. c. 
Prest. Schwab considers showing satisfac- 
tory under circumstances. Orders on hand 
Dec. 31, $7,592,502, against $8,514,665. Co. 
has acquired large ore bearing lands in 
north of Cuba, sufficient for years to come. 
Reported secured $20,000,000 contract from 
Argentine, also structural steel contract for 
new Gimbel Bldg., N. Y. 
Brooklyn Rap. Transit—Prest. says gross 
earnings running $3,000 to $5,000 a day over 
last yr. In 6 yrs. co. will have spent $40,- 
000,000 in improvements out of which $5,- 
000,000 came from earnings. Predicts fu- 
ture returns will show considerable im- 
provement. 
Butterick Co.—Prest. says business im- 
proved. Co. has paid off floating debt, 
improved its cash position by $254,000. Now 
discounts all its bills. 
Canadian Pacific—N. Y. News Bureau says 
7 mos. earnings to Jan. 31 at rate of 10% 
p. c. W. C. Langley & Co.’s letter says 
avg. surplus 1904-8 was 10% p. c.; half yr. 
‘end. Dec. 31 showed 5.8 p. c. 
Central Foundry—18 mos. to Dec. 31, 1908, 
showed deficit $6,251, but sub. co.’s earned 
net $115,541. 
Central of Georgia—8 mos. to Feb. 28 inc. 
net nearly 15 p. c. 

peake & Ohio—Wall St. Journal says 

y. rate will probably be inc. to 3 p. c. 
or 4 p.c. Langley & Co. figure earnings 
for half year 3 p. c., against avg. of 5 p. c. 
per year for 1 Permitted to raise 
passenger rates from 2c. max. to 2%c. max. 
per mile in Va. 
Ch’go, Burlington & eo és World 
says 10.9 p. c. earned in 1908, but a better 
showing expected in 1909. “Report made 
to the New York Stock Exchange gives 
some Soarensing facts concerning the ta- 
king over of the Col. & Southern. The 
——_ purchased 257,000 shares, or 
about per cent of the $31,000,000 of the 
common stock of this company, but took 
over none of the preferred stock. The com- 
mon stock was purchased at $55 per share, 


making the total amount involved in the 
purchase $14,135,000. The capital stock of 
the Col. & Southern is held by the trustees 
of the general mortgage 4 per cent bonds 
of the Burlington. The company has re- 
cently sold to J. P. Morgan & Company 
$20,000,000 of these bonds. No statement 
was made that the proceeds of the bonds 
were to be used to purchase the preferred 
stock of the Col. & Southern, but no other 
inference is possible, in view of the fact 
that this stock was immediately included 
in the security of the general mortgage.’ 
Chicago Great Western—The tentative plan 
provides for authorizing $60,000,000 first 
mortgage 4 p. c. bonds, of which $17,000,- 
000 will be reserved to retire the outstand- 
ing divisional bonds, $12,000,000 of which 
are on the Mason City & Fort Dodge divi- 
sion and $5,000,000 on the Wisconsin, Min- 
nesota & Pacific division. 

The 4 p. c. debentures will receive 110 
in a new preferred stock. The preferred 
“A” stock will receive 120 in a new com- 
mon stock. The preferred “B” stock will 
be assessed $15 per share. The holder of 
100 shares, on payment of $1,500 and the 
surrender of his old certificate, will re- 
ceive in exchange therefor 60 shares of 
new common stock and 15 shares of new 
preferred. The new preferred will repre- 
sent the amount paid in assessment. 

The common stockholders will be as- 
sessed $15 per share. The holder of 100 
shares of common, on payment of $1,500 
and the surrender of his old certificate, will 
reccive in exchange therefor 40 shares of 
new common stock and 15 shares of new 
preferred, the latter representing the as- 
sessment. 

The floating debt will be paid in full, 
with interest and a large:sum provided for 
improvements. The assessments on the 
common and preferred “B” stocks will pro- 
vide the funds for paying the floating debt 
and the sale of bonds will furnish the 
money for improvements. The plan will 
be issued when the sale of the new first 
mortgage bonds to the bankers has been 
closed. 

Railway World says: The Chicago Great 
Western has at present $12,000,000 of float- 
ing debt, and $18,000,000 besides will be 
required to put the property into condition 
for economical operation. Of this $30,000,- 
000, $10,000,000 is expected to be raised 
by assessment on stockholders, and $20,- 
000,000 by the new bond issue. The pres- 
ent capitalization of the company is $116,- 
558,874; the capitalization under the pro- 

$106,354,857, of which = 

e 


osed plan is 
600,000 will be first mortgage bonds. 
fixed charges on the old capitalization, in- 
cluding the interest on the 4 per cent deben- 
ture stock, was $1,495,000. According to 
the plan proposed the fixed charges on 
the new capitalization will be $900,000, ex- 


cluding rentals. The company has earned 
for the five years preceding the receiver- 
ship an average surplus available for fixed 
charges of $1,700,000, showing a large mar- 
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gin over the fixed charges under the reor- 
ganization. 

Eight mos. to Feb. 28 net operating in- 
come $584,000, dec. $238,000. ; 
Ch’go, Milwaukee & St. Paul—The last rail 
on the Pacific coast extension of the Chi., 
Mil. & St. Paul Railway, now known as the 
Chicago, Milwaukee & Puget Sourid Rail- 
way, fad been laid at a point two miles 
east of Missoula, Mont. There was no 
celebration of any kind, and the comple- 
tion of the sixth transcontinental railroad 
was simply a part of the day’s work. Bal- 
lasting will be completed about June 1 
next. Railway World says: 

Official reports from Chicago are to the 
effect that the St. Paul’s Pacific Coast ex- 
tension from the Missouri River to Butte 
has more than paid its way from the start 
and its current earnings are sufficient to 
pay all expenses and about 9 per cent on 
its share of the $100,000,000 capital stock 
of the Puget Sound Company. : 

The statement is made by A. J. Earling, 
president of the company, who has just 
returned from the coast, that a fair divi- 
sion of the capital for the purpose of com- 
puting earning capacity would be as 40 to 
60. In other words, if the transcontinental 
line from the Missouri River to Seattle 
cost $100,000,000, the cost of the Missouri 
River-Butte section should be estimated at 


,000,000. 
“As a matter of fact,” says Mr. Earling, 


“the cost of the through main line is not 
as much as that. We have begun work 
on 300 miles of branch lines and with 
their completion, the cost will not exceed 

,000, You understand, however, 
that there is always work to be done on a 
railroad. 

“It takes a new railroad a long time to 
get ripe. For that reason we will not be- 
gin regular through passenger service to 
the coast for nearly a year, although we 
expect full freight service in about three 
months. 

“Construction cost is approximately what 
we estimated and the results, so far as 
operations have gone, have exceeded our 
anticipation. Settlers are crowding into 
the territory along the extension. It is 
wonderful to see few rapidly that entire 
country is filling up.” 

Ch’go & Northwestern—Wall St. Journal 
says co. spent $340,000 more for mainte- 
nance than a year ago; expenses for 8 mos. 
less by $1,426,000; gross now ahead of 


1908. i 
Colorado & Southern—See Ch’go, Burl. & 

uincy. 

oneal. Gas—Reported div. will be in- 
creased to former basis owing to inc. earn- 
ings of N. Y. Edison Co., a subsidiary. Lat- 
ter said to be earning $7,000,000 a year net, 
equal to 7 p. c. on Con. Gas shares. Other 
sub. cos. also showing increases. 
Corn Products—Prest. says Standard Oil 
people own less than 5 p. c. of stock and at 
no time have owned a greater percentage; 
bond issue suggested but not yet consid- 


ered by directors; prest. disapproves. Af- 
ter charging off $1,428,646 for new con- 
struction during the fiscal year ended Feb. 
29, 1909, showed earnings of approximate- 
ly 10 p. c. on the pfd., or, including deduc- 
tions from earnings made for improve- 
ments, net income was about 15 per cent on 
the pid. Earnings approximately 65 p. c. 
of preceding year. Decided improvement 
in business last few weeks; now operating 
ractically to full capacity; outlook good 
or maintenance at that ratio. 
Delaware & Hudson—Report year end. 
Dec. 31, 1908, shows 124 p. c. earned, 
against 15.2 previous year. 
Del., Lackawanna & Western—Representa- 
tive of one of principal stockholders says 
larger distribution must come in time; noth- 
ing authoritative has been given out, but 
increase is closer at hand. 
Denver & Rio Grande—Balance sheet fur- 
nished Stock Exchange in connection with 
transfer of Ist and ref. 5 p. c. bonds from 
the unlisted to the listed department, shows 
total stocks of other companies held in 
treasury $12,229,220 at cost. D. & R. G. 
owns among other securities $50,000,000 of 
the stock of the Western Pac., which has 
sold in the open market in the neighbor- 
hood of 25, giving it a value of about $12,- 
500,000, but this not figured in balance 
sheet. Treasury thus stronger than ap- 
pears. Between July 1 last and Jan. 31 this 
year the amount of bonds of other com- 
panies held by the Denver & Rio Grande 
increased from about $6,300,000 to $14,461,- 
This presumably resulted from the 
taking into the Denver's treasury of bonds 
of the Western Pacific accepted in settle- 
ment of payments made to that road for 
construction purposes. 
Distillers Securities Corp—W. St. Journal 
says earned 1.11 p. c. yr. end. June 30, 1908, 
against 8.32 p. c., 6.97 p. c., and 5.24 p. c. 
in preceding years. Among factors con- 
tributing to poor showing last period was 
prohibition legislation, but officials assert 
that prohibition laws are never maintained 
for any length of time or observed rigidly. 
The latest example of radical legislation is 
in Georgia, where consumption of liquor 
has been fully as great since the enact- 
ment as before. The corporation owns 
through its subsidiary, the Distilling Co. of 
Am., a majority of the $12,000,000 stock of 
the U. S. Industrial Alcohol Co. Thus far 
this concern has paid no dividends, but it 
is asserted that it will be in a position to 
do so if the current rate of improvement 
in its business keeps up. Assuming the 
Distillers Securities Corporation to hold 
$6,000,000 of the stock it would require a 
5 p. c. dividend on its holdings to equal 
1 p. c. on its own stock. The parent com- 
pany guarantees the annual payment of 7 
p. c. on the Industrial Alcohol Co.’s pre- 
ferred stock, of which $6,000,000 is in the 
hands of the public. 
Erie—Pub. Service Com. has granted priv. 
to issue $30,000,000 5 p. c. col. bonds sub- 
ject to certain conditions which must be 
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accepted by May 2, 1909. W. St. Journal 
est. Feb. and Mar. earnings approx. $1,- 
200,000 net per mo. Sur. over fixed chgs. 
9 mos. $2,500,000, and for fiscal yr. $4,- 
000,000, equal to full div. on Ist and 2d 
pfd. and nearly 1 p. c. on com. Mainte- 
sence chgs. up to Erie standard. 

y— Walker’ s Copper Letter says when 
aeatoinese completed production will 
run from 36 to 40 million Ibs. copper per 
an., equal to $9 per sh. on a 15c. copper 
mkt.; ore deposits practically inexhaust- 
ible. 

Great Northern—Four elec. locomotives in- 
stalled for heavy traffic work; first of their 
kind used on a main trunk line. Earnings 
show substantial recovery. See 2 & 
Q. re. int. in Col. & So. 

Great Northern Ore—Hayden, Stone & 
Co.’s letter says: On account of pending 
tariff revision, there has been a depression 
in sentiment as to G. N Yet it is hard 
to see how even the elimination of the 
duty can have any result in the next few 
yrs. on value of certificates. Contract with 
Steel Corp. calls for payment of fixed roy- 
alty per ton and fixed min. quantity of ore 
to be paid for each yr. Moreover, lessee 
has no option to surrender lease until Jan. 
1, 1915. It is difficult to foresee any pos- 
sibility arising under which the Steel Cate. 
could afford to relinquish control of the ore 
properties. The increase in the normal re- 
quirements of iron ore by the steel industry 
is very rapid, ore production having dou- 
bled every ten years. 

Illinois Central—Official says traffic 10 p. c. 
over last yr. 

Interborough—East river tube est. adding 
$1,400,000 per an. to receipts. Edwin Haw- 
ee elected a director. . Y. City Ry. yr. 
end. June 30, 1908, showed deficit $1,886,- 
5 which is $1,443,400 less than previous 


*“' Harvester—Proposed to spend $30,- 
000,000 in foreign plants. One in France, 
other in Germany. High tariffs imposed 
by foreign countries said to be responsible 
for the decision. 

Iowa Central—Fin. World considers Ist 
mtge. ref. bonds a low-priced speculative 
issue. W. St. Journal says co. has large 
floating debt and not earning interest on 
bonds. 
Kansas City Southern—U. S. Investor says 
during past 4 yrs. spent over $10,000,000 on 
permanent imp. and betterments, incl. $3,- 
000,000 from earnings; claims co. owns 
more cars per mile than any road west 
of Mississippi. 
Lackawanna Steel—Yr. end. Dec. 31, 1908, 
deficit $1,326,273. 
Lake Erie & Western—Deficit pao for 
yr. 1908. Maintenance chgs. liberal. W. St. 
Journal says floating debt $1,800,000. inc. 
,000. Road has no bonds to sell or 
other means of financing debt or future 
improvements. 
Louisville & Nashville—Considered likely 
6 p. c. div. rate will be restored in view 
large inc. in earnings. First 8 mos. fiscal 


yr. show over $750,000 more than full yr.’s 
div. at 6 p. c. Four years 1904-7 avg. 11 


p. c. 
Metropolitan St. Ry.—N. Y. Stock Exch. 
listed the ctfs. for 4 p. c. ref. bonds, over 
90 p. c. of bonds having been deposited 
with Farmers’ Loan & Tr. Co. under agree- 
ment. 
Michigan Central—Authorized issue of $25,- 
000,000 deb. bonds for refunding $15,000,000 
short term notes maturing next year, to 
provide new funds. Issue will run twenty 
ears, and pay 4 p. 
Minn. & St. Louie—W. St. Journal says: 
“At the moment, dividends on the common 
seem remote.” 
Minn., St. P., & Sault Ste. Marie—Oficial 
announcement that new stock authorized 
by directors March 11, will consist of 20,- 
160 shares of preferred and 40,320 shares 
of common stock. These shares will be 
offered to stockholders at par in the pro- 
ortion of six shares of new stock for each 
5 shares of the old stock. Payments to be 
made on the basis of 20 p. c. at the date of 
subscription, which must be before April 
30, 20 p..c. June 4, 20 p. c. July 15, 20 p. c, 
Aug. 31 and 20 p. c. Oct. 15. ‘All sub- 
scriptions must be made for both kinds 
of stock in ratio of 1 sh. pfd. and 2 sh. com. 
New ctfs. to be delvd. on or soon after 
Oct. 15, 1909. No int. or divs. allowed but 
all stock entitled to divs. for half yr. end. 
Dec., 1909. 
Mo., Kansas & Texas—London Statist says 
co.’s outlook greatly improved by release of 
8,000,000 acres of land in Oklahoma, for- 
merly part of Indian reserves. This is in 
addition to 1,500,000 acres on which re- 
strictions had previously been removed. 
60 p.c. of these 9,500,000 acres are on line 
of M. K. & T. Fin. World considers the 
4% p. c. bonds cheap and safe so long as 
earnings show 4 p. c. on pfd. stock; at 
present price (92) net 5 p.c. W. St. Jour- 
nal says 8 mos. available surplus dec. over 
$1,000,000, or about 66 p. c., but road has 
applied $359,774 to expenditures which oth- 
er roads would probably capitalize. This 
is equal to about % of 1 p. c. on the com. 
stock. More than % of the road’s increase 
in gross earnings was put back into the 
ch na during this period in the shape of 
er maintenance. 
Missouri Pacific—Wall St. Summary says 
earnings to end Jan. equal 5% p. c. per an. 
Maintenance allowance small. Bond issue 
under consideration. 
Nat. Lead—Net for 1908 only $40,000 dec. 
No floating debt. All maintenance and re- 
Basi chgd. to operating exp. Volume of 
usiness for 1908 only 2 p. c. below record 


of Mexico—N. Y. Stock Ex. has 


, 1907. 
lat. Rys. 
admitted to unlisted dept. the prior lien 


4%s. the guar. genl. mtg. 4s -< nomina- 
oe yy ctfs. for Ist and 2d pfd 

Y. Air Brake—Report for yr. 1908 shows 
% rofits $244,099, equals 2.4 p. c. on x 
Stock and bonds listed on Nv ¥ S. E. 
Prest. says earnings on increase = a di- 
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rector intimates that should improvement 
continue a resumption of divs. at a lower 
rate than previously, may be expected. 

N. Y. Central—W. St. Journal says 17 roads 
forming N. Y. C. system decreased in gross 
11 p. c. for 1908, compared with 16 p. c. 
for Penna. Bond issues to about’ $60,000,- 
000 in contemplation. Earnings for Feb. 
inc. over 30 p. c.; substantial surplus over 
divs. will be shown at this rate; liberal 
equipment expenditures. 

N. Y., New Haven & Hartford—Stated that 
absolute separation from its trolley proper- 
ties will be accomplished by May |. W. 
St. Journal est. will earn 8 p. c. this year. 
Norfolk & Western—Ry. World est. may 
earn 9 p. c. or more this yr. State of Va. 
ermits inc. in max. passenger rate from 
c. to 24%c. per mile. 

Northern cific—Boston Fin. News says 
secured control of 460,800 acres agricultu- 
ral and timber land, val. $10,000, See 
~. B. & Q. re. interest in Col. & So. 

Y., Ontario & Western—Officials expect 
year’s showing will equal 1907-8. Boston 
Fin. News says it has for many years main- 
tained its properties on a very liberal scale, 
and in this manner the real value has been 
brought out. Since the New Haven bought 
control at $45 per share Wall St. has been 
looking favorably upon O. & W. stock un- 
til now it is selling at about two points 
above the price which the New Haven 
originally paid for it. 

Pacific Coast—Expected quarter ending 
June 30, 1909, will show surplus over 4 p. 
c. on com. 
Pennsylvania—Officials state intention to 
have 6 main tracks entire distance N. Y. 
to Pittsburg. Income from investments inc. 
1908 over $1,000,000, but other items in 
misc. income show dec. 400 steel sleeping 
cars costing $8,800,000 ordered from 
man Co.; planned to equip entire 
ger service with steel cars. Bon 
of $80,000,000 ratified. 
Peoples Div. inc. from a 6 
7 p. c. basis; 1% p. c. payable 
holders of record May 1. 
Pullman—Estimated that 400 steel sleeping 
cars which the Pennsylvania Railroad has 
ordered from the Pullman Co. will cost $8,- 
800,000, each car costing $22,000. The order 
is part of the plan of the Pennsylvania Rail- 
road to equip its entire passenger service 
with steel cars. The Pennsylvania has al- 
ready in operation about steel passen- 
ger coaches, which have been purchased 
within the last two years, and also some 
steel baggage cars. The use of steel sleep- 
ing cars will be a new departure in rail- 
road operation. The order follows consid- 
erable experimentation with a sample steel 
sleeping car built by the Pullman Co. and 
operated over the Pennsylvania lines with 
ennsylvania officials as passengers. The 
Pullman Co. has recently completed a sep- 
arate plant at Chicago for the manufacture 
of steel cars and is ready to go ahead at 
once with the building of new steel sleep- 
ing cars. 


ull- 
assen- 
issue 


. 6 to 8 
ay 25 to 


Reading—U. S. Investor says Reading’s 
anthracite coal fields amount to 102,000 
acres, and the estimate of unmined coal 
therein, not including the recent discovery 
of new veins, is placed at 2,450,000,000 tons. 
If this enormous amount were computed 
to be worth 30 cents per ton to the oper- 
ating company, this would fix the valua- 
tion of the coal holdings alone at $735,000,- 
000. At the present time this asset is cov- 
ered by stocks and debt to the amount of 
only $89,291,919. 

Rock Island Co.—Wall St. Journal says the 
only direction in which the Rock Island 
Co. can turn for money to pay dividends 
on its preferred stock is toward the treas- 
ury of the Chi, R. I. & Pac. Ry., usually 
called the R. I. Railway to distinguish it 
from the Chi., R. I. & Pac. Railroad, which 
is a holding company, and from the R. I. 
Co., which is the senior holding company 
of the Rock Island properties. R. I. Ry. 
must be put on 82 p. c. dividend basis if 4 
p. c. is to be paid on R. I. Co. pfd. The Ry. 
Co. is not in a position to pay the 82 p. c. 
rate. Earnings this year are about on a 
parity with those last year, when they were 
barely sufficient to maintain expenses of the 
R. I. organization. 
Sloss-Sheffield—Reported operating 75 p. 
c. of capacity; surplus iron equal to one 
month’s output has accumulated. Business 
small at present. 

Southern Pacific—E. H. Harriman predicts 
a remarkable development for the west 
coast of Mexico. Referring to the extent 
of railroad building on his lines in this 
territory, he says: 

“Our objective point is to connect the 
Mexican Central and about 450 miles of 
line which will make this route complete.” 

Mr. Harriman stated that he found the 
attitude of Mexicans with regard to supply- 
ing railway capital liberal. He described 
the situation in Mexico as more of a gov- 
ernment partnership than government own- 
ership. Ry. World says: 

Shrewd men who have noted the rapid 
extension of the Southern Pacific down 
along the western coast of Mexico have 
been making inquiries. They are convinced 
that E. H. Harriman has started a rail- 
road line that will, within a few years— 
by the time the Panama canal is finished— 
extend in an unbroken line from Nogales, 
on the Mexican-Arizona border, down the 
Pacific coast through Mexico, Guatemala, 
Salvador, Honduras, Nicaragua and Costa 
Rica to the city of Panama and there con- 
nect with the Panama Railroad, which par- 
allels the Panama canal over to Colon. 

The Harriman extension into Mexico has 
already been completed for more than 700 
miles. A line 800 miles long is now under 
construction and the work is being pushed 
at a rate of speed never before known in 
Mexican railroad building. The road is 
well ballasted, the rails are heavy and the 
rolling stock and all other equipment are of 
the highest class. 

The $100,000,000 bond issue for the exten- 
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sion of the Southern Pacific into Mexico 
caused a lot of comment among the stock- 
holders. It seems destined to pay for the 
start of a piece of railroad construction 
which, with the Harriman connections in 
the East, will make the Southern Pacific 
a trunk line from New York to the banks 
of the Panama canal. 


The new convertible bonds of the So. 
Pac. are now being dealt in on the N. Y. 
S. Ex. The amount of these bonds is 
$100,000,000, of which $82,000,000 will be 
offered to stockholders at 96, to the extent 
of 30 p. c. of their holdings. These bonds 
will bear 4 p. c. int., and will be conver- 
tible into com. stock of the company until 
June 1, 1919. The security of the new 
bonds, which are debenture obligations, is 
$75,000,000 of pfd. stock, paying 7 p. c. divs., 
and $198,000,000 of com., paying 6 p. c., 
with a combined value of $300,000,000. On 
the basis of last year’s figures the South- 
ern Pacific earned more than six times the 
amount necessary to pay interest on the 
new bonds. The company’s stock has nev- 
er reached the point where conversion 
would be profitable. The outlook for the 
company, however, is one of steadily in- 
creasing earnings with much higher stock 
values than has hitherto been received. 

Hayden, Stone & Co.’s letter says: A 
valuable right will shortly accrue to the 
shareholders of the So. Pac., in connection 
c. convertible 
bonds. These bonds—while they have no 
mortgage behind them—are a direct obliga- 
tion of the Southern Pacific Co., and of 
their security there can be no question. 
They will be convertible at the option of 
the holder for the next ten years into stock 
-at $130 a share. 

As these bonds are offered at a discount 
-of 4 p. c., the conversion privilege will be- 
come of value when the stock crosses 125. 

As a security of the highest grade, net- 
ting 4.3 p. c. on the investment, and em- 
bodying a ten-year call on the stock at 
125, these bonds are as attractive an is- 
sue as one could ask for. 

Southern Ry.—State of Va. permits in- 
crease in passenger rates from 2c. to 2%c. 
er mile maximum. 

ennessee Copper—W. C. Langley & Co.’s 
letter says: e understand that the suc- 
cess of the new sulphuric acid plant has 
been demonstrated, and that dividend pay- 
ments, although somewhat irregular, will 
be very satisfactory. This stock sold above 
52 last November, and above 55 in 1907. 
An upward move is expected this year. In 
comparison with Amalgamated, on the ba- 
sis of earnings, it looks cheap. 

Third Ave.—N. Y. Evening Post says: Of 
the total outstanding stock of the Third 
Avenue Railroad Company, amounting to 
$15,995,800, par value $5,970,000 were for- 
merly owned by the New York City Rail- 
way Company, but it is claimed said stock 
was on or before May 22, 1907, transferred 
and delivered by said company to a cor- 
zporation known as Metropolitan Securi- 


with the new issue of 4 P- 
e 


in settlement of cash advances 
made by the latter for the corporate pur- 
poses of the N. Y. oy Ry. . The bal- 
ance of the issue, $10,025,800, is held by 
the general public. 

All of the capital stock of Third Ave., 

therefore, is owned by the public. Inas- 
much as the only interests who have any 
actual information regarding Third Ave. 
saw fit to sell their stock on a manipulated 
market, in view of its forthcoming reorgan- 
ization it behooves the present owners of 
Third Ave. to get together. 
Twin City—Hayden, Stone & Co.’s letter 
says: Twin City’s annual expansion in 
gross and net seems to have been entirely 
unaffected by the bad times. The co.’s 
earnings are at the highest notch; mean- 
time, stock more than points below pre- 
vious high level. 

Wall St. Journal says: Twin City is in 
a strong position and is maintained in such 
shape that its earnings above expenses are 
really considerably better than they appear 
on the surface. 

U. S. Cast Iron Pipe & F’dry—Secured $1,- 
000,000 order from city of San Francisco. 
An official states that this is the most im- 
portant single order that has been placed 
since the beginning of the late general de- 
pression. Representatives report that busi- 
ness is on the increase and that the out- 
look for business is encouraging. It is ex- 
pected that a decision in the friendly suit 
to test the right of the directors to pay 
dividends on the preferred out of the re- 
serve for additional working capital will 
be rendered in June. The case is up before 
the New Jersey Court of Chancery. 

U. S. Realty & Improvement—Reported 
contracts on hand $21,000,000; ‘satisfactory 
earnings apparently assured for 1 

U. S. Reduction é& Ref.—17 mos. to Dec. 
31 show surplus over 1% p. c. paid of pfd. 
of $88,000. No floating debt. Total sur- 
lus $1,700,000. ; 

b. S. Rubber—Reported earned more than 
required 8 p. c. on Ist pfd. and > c. on 
2d pfd. Fiscal yr. ends Mar. 31. Finances 
in excellent condition. 

U. S. Steel—Hayden, Stone & Co.'s letter 
says: A loss of $275,000,000 in one year 
in gross earnings and $70,000,000 in net, 
can scarcely be construed as a bull argu- 
ment, but the trouble with this comparison 
is that it is based on a false premise. We 
must not compare a year of depression with 
a year of prosperity, but with another year 
of depression, and to do this we must go 
back to 1904. 1908 was a year of much 
more acute depression than 1904, yet in 
1908 the Steel Corporation earned gress 

2,000,000; in 1904, $448,000,000; in 1908, 
10,000,000 for the common stock, against 

000,000 in 1904. This comparison fairly 
sets forth the gain made by this remark- 
able corporation in four years’ time. Four 
years ago, a depression forced this compan 
to suspend dividends on its common stoc 
altogether; to-day, a far worse depression 
forces merely a reduction in the rate. 


ties Co. 
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Charles M. Schwab declared the present 
cutting of prices in the steel industry would 
not be of long duration or of great mo- 
ment; that in ten years the consumption 
of steel in this country, which in 1907 was 
24,000,000 tons, would reach 40,000,000 tons; 
that the manufacture of steel cars had only 
begun, and that it takes nearly a thousand 
tons of steel a day merely to replace worn 
out rails. 

Byron W. Holt in Moody’s Magazine 
says: The proposed cuts are not drastic, 
except possibly the 50 p. c. cut in the duties 
on steel rails (from $784 to $3.92 a ton) 
is certain. In fact the most of the reduc- 
tions take away only a part of the superflu- 
ous duties and will leave even more tariff 

rotection than is now needed or used. 
Thus, the duty on tin plate is reduced from 
1% to 1 1-5 cents per pound. As foreign 
and domestic prices seldom differ by more 
than 1 cent a pound, the proposed rate 
would be just as protective as is the pres- 
ent duty. Similarly the proposed duties 
on wire, nails, bar iron, steel beams, bil- 
lets and cotton ties would as effectively 
protect the manufacturers in ordinary years 
as do the present duties. Within two 


months of the completion of the new tar- 
iff bill, it is reasonably certain that the 
big and little steel manufacturers will be 
advancing prices and working as harmoni- 
ously together as they have been — for 


several years. This year the great Steel 
Corporation will probably earn 10, and next 
year p. ¢. on its common stock. 

Alfred Mestre & Co.’s letter says: At no 
time since organization of the corporation 
has the ratio of earnings been less than 
$10 a ton. In 1902 the ratio was $16.25 a 
ton; in 1903, $14.30; in 1904, $10.80; 1905, 

13.50; 1906, $14.80; 1907, $15.24, and 1908, 

14.80. Based on capacity on the dates 
mentioned above the earnings of the Steel 
Corporation at the rate of $10 a ton on each 
ton of steel produced would be as follows: 

Date. Earn. cap. at $10 a ton. 
April 1, 1901 $77,190,000 
Dec. 31, 1908 129. 000 
When Gary plants are compltd. 

Wall St. Journal says: The management 
was optimistic enough to offer common 
stock to employes at 50, and that was the 
first time the employes had ever been solic- 
ited to buy the common stock at all. Ei- 
ther the employes of the Steel Corporation 
were “landed” with common stock at 50 or 
the management believed it to be worth 
that price and felt confident that it would 
show a profit within a year. No unbiased 

erson will say that the employes were 
Seowteaier “landed” with the stock. On a 
capacity of 12,900,000 tons, earning power 
has increased $78,000,000 a year. ith the 
completion of the Gary works, the corpora- 
tion will have. a production of 14,500,000 
tons of rolled and finished steel, or practi- 
cally double the capacity of the corporation 
at the time of organization; could pay good 
common dividends on a basis of $10 a ton 
earned on each ton of steel prodiiced. Sur- 


plus accumulated by U. S. Steel and sub. 
cos., $133,415,218; new construction expen- 
ditures, $255,500,000. Total spent for con- 
struction, expenditures for extraordinary 
repairs, and depreciation funds aggregated 
a total of $606,836,000. One of the largest 
sources of income of the U. S. Steel Cor- 
poration is its transportation system. Few 
shareholders have any idea of the extent 
of the railroad and steamship lines of the 
corporation. When the fact is taken into 
consideration that the corporation has a 
total mileage of 2,941, owns 45,682 cars, 960 
locomotives and 105 steamers and barges, 
an idea of the extent of the corporation’s 
great rail and boat system becomes evident 
at a glance. As a comparison, the main 
line of the Steel Corporation’s railroad sys- 
tem embraces 873 miles, as against the 
Chesapeake & Ohio’s 1,800 miles, and Erie’s 
2,300 miles. The main line of the U. S. 
Steel Corporation is equivalent to about 
one-half of that of the Chesapeake & Ohio, 
and 40 p. c. of that of the Erie. 

Union Bag & Paper—Yr. end. Jan. 31, 1909, 
showed $342,884, over 4 p. c. on pfd. Bos- 
ton Fin. News says: Five p. c. bonds se- 
cured by property worth seven times 
amount of bonds. Net earnings last fiscal 
year were six times total interest charges. 
Second largest in history of the company. 
Surplus increased by $242,844 and now 
stands $1,697,968. The cv., producing not 
more than 45 p. c. of the paper bags used 
in the U. S., is in a much more advantage- 
ous position to meet competition than any 
other company manufacturing paper bags 
in the U. € 

Union Pacific—Com’l West says: Union 
Pacific will earn not far from $20,000,000 
after the payment of its regular 10 p. c. 
dividend. It changes the question which 
the quidnuncs of Wall St. used to ask, 
viz.: “How can the Union Pacific possibly 
earn 10 p. c. dividends?” to that other ques- 
tion: “What is the Union Pacific to do 
with its surplus money?” 

Hayden, Stone & Co.’s letter says: Union 

Pacific is making the best showing in the 
railroad world this year, and in fact the 
best in its own history. Earnings for the 
fiscal year to end June 30, next, promise 
to be very nearly 20 p. c. 
Utah Consolidated—Wall St. Journal says: 
Year end. Dec. 31, 1908, the poorest ever. 
Net divisible profits of $1.08 per share, 
against $3.93 in 1907; smaller production, 
increased cost, and a large reduction in 
mineral contents of ore treated; nearly 
$275,000 drawn from surplus to make up 
dividend deficit; the unfortunate results the 
past year were not entirely due to “ex- 
tenuating circumstances,” and that the de- 
clining copper, gold and silver values in 
Utah Consolidated ores are approaching a 
serious stage. Had it not been for the 
gold and silver values of $601,442 Utah 
Consolidated, as a copper producer, would 
last year have operated at a net loss of 
$275,130. 


Virginian Ry.—The formal opening of the 





NEW PUBLICATIONS 43 


Virginian Railway was signalized April 3d. 
The road, commonly known as the Tide- 
water, was built by Mr. Rogers to bring 
the high-grade coal from the mountains of 
West Virginia to the seaboard over the 
shortest possible route and the lowest 
grades. The road now finished is some 450 
miles in length, and it is said that in both 
its standard and principles of construction 
it is unequalled by any railroad in the U. S. 
This great undertaking was carried through 
by Mr. Rogers, single-handed, with the ex- 
ception of $17,000,000 Tidewater notes sold 
in 1908. The steel pier at Sewell’s Point 
is said to have a capacity greater than all 
the other 6 railroad coal piers in Virginia 
combined. 
Wabash—It is learned that the co. has al- 
ready anticipated payment of about $3,000,- 
000 of the $6,160,000 5 p. c. notes due in 
May next. As already announced, the bal- 
ance will be paid on or before maturity. 
Also stated that the company has paid in 
advance out of treasury funds about $1,- 
000,000 of the $7,000,000 4% p. c. notes ma- 
turing in May of next year. 

It is announced that the Wabash Rail- 
road has sold sufficient of its 4 p. c. Ist 
refunding and extension bonds to take up 
the $6,160,000 two-year collateral gold notes 
maturing May 10 next. 


Fin. World says: Under new 
agreement the U. P. will turn over to 
Wabash business at Kansas City to be for- 
warded to St. Louis, Toledo, Detroit and 
Buffalo and in return the Wabash will turn 
over its west-bound business to the U. P. 
at Kansas City. This means a great deal 
for the Wabash. It may amount to a new 


traffic 


lease of life for this railroad, which has 
never before been able to pay dividends. 
Alliance with U. P. is one which ought to 
pay well for both interested parties. This 
outlook gives the preferred stock and the 
4 p. c. bonds of the Wabash unusual specu- 
lative possibilities. 

Westinghouse—N. Y. News Bur. says: Con- 
ditions continue to indicate a gradual, but 
steady improvement in almost all the de- 
partments. Number of employes on the 
shop pay-roll growing daily. Work on the 
$5,000,000 order from the Penn R. R. Co. has 
given quite an impetus to operating activ- 
ity. Large increase in volume of business 
at Newark works. “We have 100 p. c. more 
orders now than a year ago,” said Gen. 
Supt. Harder, “and after the usual dulness 
of the coming summer, we will be running 
full force, day and night. We are making 
many contracts for next fall.” Co.’s busi- 
ness during March was 30 p. c. greater than 
that of February. The Machine Co.’s March 
business was the best in 18 months. 
Wisconsin Central—Under its new owner- 
ship, the Wisconsin Central will be known 
and operated as the Wisconsin division of 
the Soo Line, and will therefore lose its 
old and familiar corporate name. 

Fin. World says: The Soo is willing to 
guarantee 4 p. c. dividend on the pfd. stock 
of the Wisconsin Central for 99 years, pro- 
vided the pfd. shareholders waive their 
right to vote and also to any other return 
on their stock above 4 per cent. The offer 
will undoubtedly be accepted. As the guar- 
antee of the Soo is a good one, the pfd. 
stock will get the character of an excellent 
investment and ought to sell at least as 
high as B. & O. pfd. 


New Publications 


THE STORY OF GOLD, by Edward 8. 

Meade: D. Appleton & Co. 

This book is an attempt to present the 
development of the modern gold mining in- 
dustry, with especial reference to the con- 
nection between it and the ebb and flow of 
business prosperity. The connection be- 
tween the gold supply and prosperity is now 
thoroughly understood. Without a supply of 
gold, increasing at a rate corresponding to 
the volume of business transactions, prices 
must decline, and the scale of business op- 
erations must be curtailed. On the other 
hand, if the gold mines furnish an adequate 
supply of reserve money, which serves as a 
foundation for the immense edifice of credit 
and token money, prices tend upward, and 
prosperity endures and increases. Starting 
from this generally accepted view of the 
connection between gold and prosperity, the 
“Story of Gold,” after a brief non-technical 
description of the nature and manner of oc- 
currence of gold in nature and the methods 
of its extraction, goes on to explain the 


enormous increase in gold production in re- 
cent years, by reference to three controlling 
influences: (1) the advance in the value of 
gold from 1873 to 1897; (2) the new discov- 
eries of gold ores; (3) the revolutionary im- 
provements in the machinery and methods 
of gold mining and metallurgy. From this 
account of the history of gold production, 
material is drawn which serves as a basis 
for a forecast of the future of gold produc- 
tion. The conclusion is reached, that in 
spite of many and serious obstacles, the 
world’s output of gold will go on increasing 
for many years, and at a rate, absolutely 
at least, as rapid as during the past quar- 
ter century. No marked depreciation of the 
value of gold is, however, to be anticipated 
from this increased production, because of 
the certainty that the industrial develop- 
ment of the world will continue to absorb 
all the supply of money which the gold 
mines can reasonably be expected to fur- 
nish. 
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INQUIRIES 


Is there any point in connection with the science, methods or customs of the various markets which 


you would like to have elucidated ? 


If so, write questions briefly and they will be answered in this col- 


umn or otherwise. If personal reply desired, enclose stamped envelope. Address Inquiry Department. 
Ee We do not give advice or opinions upon securities or probable market movements. 


Stop Orders 

Q. I would like you to explain stop orders 
a trifle more fully. I understand what they 
are and how operated, but there seems to 
be a difference of opinion as to their advisa- 
bility. Nearly all the writers in THE TICKER 
seem to think they are useful in an 
initial trade to help one get into the market 
right. Mr. Gibson says in his “Pitfalls of 
Speculation” that their principal use should 
be in the protection of profits after a sub- 
stantial raise from the buying point. If 
we buy something when we think it cheap 
(and that is the only time we care to buy 
anything) it is not good practice to sell 
when it is cheaper still. Again, the stop 
is useless unless the market swings past 
the stop. If it goes just to it the trader 
is just that much out. Now, is it not a bet- 
ter principle to get into the market when 
we consider it low and protected by ample 
margins than wait until it shows a profit? 
This, of course, does not apply to the 
in and out trader, but to him who plays 
for the long swings. 


Ans.—We advocate stop orders on marginal 
trades because they protect the trader from 
himself. It is all very well to buy a stock 
on a ten or twenty point margin and decide 
to hold on and protect it, no matter where 
it goes, but the average trader does not 
do this. He ignores a two point break, but 
is scared out when the stock is down ten 
points. We think it better to limit your loss 
to, say, two points. If your stop is caught 
you can then size the things up, and, if 
there is no reason to change your original 
opinion, go in again. What the market does 
is no more important than what the man 
does under the influence of fear. A stop 
order is an antidote for fear; hence, a pro- 


tection against those large losses which 
cripple the trader. They are equally valu- 
able in conserving profits. 

When stocks are bought outright, the ele- 
ment of fear is largely eliminated. The 
owner feels that no matter what happens, no 
one can take his certificate away from him, 
so there is no need of his selling at below 
his purchase price. Stop orders are of no 
value to him. He is content to wait for 
his profit. 

But the man who buys on margin even 
when he thinks prices are low may be alto 
gether mistaken, and in the long run a stop 
order will save him many a heart-breaking 
loss. In most cases the price will go be- 
yond the stop price, but, of course, it will, 
at times, just reach this point. We have 
never claimed that stops “help one get into 
the market right.” 


Interest on Cash Purchases 

Q. In your answer headed “Cash Trans- 
action,” on page 237, of your March number, 
should it not have been mentioned that 
when certificates of stock are brought on in 
Street name, or open endorsement, the bro- 
ker is entitled to, and the stock buyer 
should pay current rates of interest from 
date of purchase until the certificates are 
paid for? Very many stock buyers are not 
aware that a broker is charged interest by 
his principal on his purchase from the mo- 
ment the stock is delivered in New York, 
Boston, or elsewhere until the cash is re- 
ceived for the stock. 


Ans.—If a Detroit customer gives an order 
to a local broker to buy 100 Atchison at 108, 
and instructs the broker to deliver the nego- 
tiable Street certificate to him in Detroit, 
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the broker should add to his bill interest 
from the time his New York house settled 
for the stock to day of delivery to the cus- 
tomer in Detroit. Stock bought on Monday 
should be delivered in New York on Tues- 
day. If it arrives in Detroit on Thursday 
the buyer should pay two days’ interest, 
otherwise there will be a corresponding loss 
to the broker. 


Rights of Broker and Client 

Q. For some years I have had an account 
with a certain firm. At times there would 
be a balance in cash or securities on the 
credit side. The account has never been 
closed up; that is, I never requested my 
balance. My orders were given verbally, 
by ’phone and once, during the time, I sign- 
ed an order like the following: 


the broker's loan it is our opinion that the 
brokerage house would have to replace what 
was sold, if forced to recognize your demand 
for a return of your securities. There would 
be no cause for an action in such a case 
unless the brokers were unable or unwilling 
to return your collateral. You understand 
that we are not lawyers. We are simply 
giving our view of the case as we understand 
the law relating to such transactions. 


Railroad Reports 
Q. Where can I get three or four typical 
railroad reports for the purpose of studying 
in conjunction with the “Anatomy of a Rail- 
road Report,” and how much do they cost? 


A. You can secure almost any railroad 
report by writing to the secretary at the 
main office. There is no charge. If you have 








Without demand of payment and waiving all notice, I hereby authorize the sale or 
purchase by you of this or any other stocks, bonds or securities, etc., 
public or private sale, or on the New York Stock Exchange, when it is ‘deemed necessary 
by you for your protection; and should there be any loss, I agree to make it good; and 
you are hereby empowered to hypothecate or loan any or all of my stocks, bonds or 
securities, alone, or with other securities as you may see fit. 


in my account at 








Is it your idea that the brokerage house 
has a right to use all the collateral in the 
account, even when there is a credit balance 
in addition thereto? In case of trouble, 
have I a better chance than others by reason 
of having a credit balance and securities 
as well? Is there a chance for criminal ac- 
tion against the house in case of failure? 
What is the position of a brokerage house 
if its banks sold my collateral or if the 
house sold it to reduce loans? Would there 
be causé of action against the house in 
such a case? 

A. The order. which you signed gave 
your broker power to hypothecate or loan 
any or all of your stocks, bonds, or securi- 
ties. The best managed brokerage houses 
make a sharp distinction between securities 
that are paid for in full and not required as 
margin as against those which are being 
carried on margin or deposited for marginal 
purposes. In case your house gets into 
trouble and you have a credit balance and 
securities with them you may be able to pay 
your debit balance and withdraw your se- 
curities, but this depends upon circum- 
stances. To protect yourself fully you 
should have a receipt from the broker show- 
ing that certain securities are held for safe 
keeping. If you have a credit balance (with- 
out considering shorts) it stands to reason 
that your securities would be free and clear, 
and therefore the broker or his assignee 
should surrender them on demand. You 
would then be a creditor of the failed 
house to the extent of your cash cred- 
it balance. In order to proceed crim- 
inally you must have proof of crimi- 
nal acts. In case a bank sold out col- 
lateral belonging to you and which was in 


any difficulty, ask your broker to write for 
you. 
London Prices 

Q. At what time does the London Ex- 
change close according to London time, and 
what time would that be here? Is there 
any fixed rule to figure out N. Y. equivalent 
in stock quotations? 


Ans.—The London Exchange is open from 
11 a. m.until4 p.m., London time; 4 p. m. 
in London is equal to 11 a. m. here. There 
is five hours difference in time. Trading in 
American stocks is done in a small court 
known as Shorter’s Court. Trading begins 
when the American market opens and con- 
tinues until 6 p. m., London time, which is 
equal to 1 p. m. here. At this hour the 
brokers usually disband, but occasionally 
trading continues until 8 p. m., which is 
equal to 3 p. m. in New York. 

In Volume 1 of THe Ticker the inquiry 
entitled “New York Equivalent” shows you 
how to figure London prices. 


Two or Three Point Stop 

Q. From my daily record I notice that 
such stocks as U. P. and Read. often fluctu- 
ate more than two points. In trading in 
those stocks, would it not be more profitable 
to use a three point stop, unless a trader 
had his eye on the tape and could act ac- 
cordingly? How can a trader be sure of 
the present trend—five to thirty days? 


Ans.—We do not think it advisable to 
use more than a two point stop. By buying 
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on a slump you will find that two points is 
sufficient to risk. This question has been 
tested out by the most experienced traders 
and systematic investigators, and the two 
point stop found the most advantageous. 

It is almost impossible to be sure of any 
trend—not even the momentary trend. One 
very good plan is to make a five point chart 
of Union, Reading, and Steel, and when you 
find the chart appearing like a flight of 
stairs, going up or down, as the case may be, 
you can judge pretty well the long trend. 
The same thing applies to charts showing 
each one point or two point fluctuation. 
Even the % point fluctuations, if charted, 
show to a certain extent the supply and 
supporting points, and when they are raised 
or lowered. 


Chicago Great Western Reorganization 

Q. I hold certificate for 50 shares of Chi- 
cago Great Western common. The stock 
is to be assessed $15 per share. I pre- 
sume you are familiar with the plan of re- 
organization. I am not. Will you kindly 
advise me if the capitalization of the com- 
pany will be less after the reorganization 
than it is now? I bought the stock at 7 and 
it is a question with me whether to sell or 
pay the assessment. I am inclined to hold 
it. Any information which you may give 
will be appreciated. How much time or 


notice are the stockholders usually given of 
the assessment? 

A. No official announcement of the 
Great Western’s plan of reorganization has 
yet been made. It is understood, however, 
that the common stockholders will be as- 
sessed $15 per share. A holder of 100 
shares of common stock will therefore pay 
$1500 and surrender his certificate. ‘In re- 
turn he will receive 40 shares of the new 
common and 15 shares of the new prefer- 
red. The capitalization of the company 
will doubtless be less. Official -announce- 
ment will be made in due course. If your 
stock stands in your name you will receive 
a circular from the company, and there will 
be ample time given for payment of assess- 
ment. Your broker will pay the assess- 
ment for you if you are unable to finance 
it. See inquiries in previous issues. Ex- 
perience shows that it is usually best to pay 
the assessment and secure stock in the new 
company. 


Dear TICKER: 

Just received the April Ticker and note 
you discontinue the “premiums.” Good! If 
you will allow me to say so, that has been 
the one feature that I have not altogether 
liked. THe Ticker is its own best premium. 
May you have continuing and increasing 

J. L. B. 





Department of Criticism - 


This magazine desires to aid those who are operating or investing without any method at all or whose 
methods are wrong. We therefore propose to criticise the reasons which induce people to venture or 
invest; their method of margining; the use or non-use of stop orders; choice of brokers; the motives 
which lead them to close their trades, etc., etc. This we hope will help to eliminate weak points. 

In submitting records, kindly keep within the lines above mentioned. State particulars as fully as 
possible, showing exactly what you did, why, what the results were, and how the trades stand at present. 
We cannot criticise accurately unless we have all the details. No attention will be paid to requests for 
opinions or advice as to future movements of stocks or the market. Address Department of Criticism. 
Enclose stamped addressed envelope if personal reply is desired. We will print such inquiries and 
criticisms as seem of general interest, but no names will be mentioned. 


DITOR Tue Ticker— 

Dear Sir: I note with pleas- 
ure that in your April issue you 
state you will open a “Depart- 

ment for Criticism of Methods,” in stock 
speculation. Such a department ought 
to prove invaluable to your readers. i 
think if you would also print an article, 
written by an expert, on the subject, as 
to how the top and bottom of upward 
and downward swings of prices can be 
detected, you would be conferring a 
great favor on the “outsiders” in stock 
speculation. 


Here is a case that I will present for 
your consideration : 

After the panic of 1907 I deposited 
with a broker $1,500 and bought a line 
of stocks, intending to hold them for a 
“long pull.” Mr. Thomas Gibson wrote 
to me that we were in a bull market, and 
another Market Letter Prophet urged me 
to buy, and not to sell, as he would give 
me full warning “when the top would be 
reached.” 

I had bought on a margin of 20 
points, feeling that that was sufficient in 
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a bull regime. I rapidly made paper 
profits, although prior to Mr. Taft’s 
election, on two occasions, by not using 
stop orders, all my profits and nearly half 
of my original capital were wiped out. 

The Bryan scare was the worst of the 
two, and made me feel very nervous as to 
the outcome in my particular case. How- 
ever, I held on, and on the rise of prices 
consequent on Mr. Taft being elected, 
my account showed, after paying inter- 
est charges on banker’s loans, the com- 
pound interest on broker’s commissions, 
clippings of prices on the floor of the 
Exchange, which frequently amount to 
one’ per cent. and State taxes, a profit of 
100 per cent. 

My balance with the broker was now 
$3,000, and I was carrying 200 shares of 
stock, some of which were incautiously 
bought at the very top of the market, 
viz.: Smelters at 101, and Westinghouse 
at 92. The Market Letter Man told me 
not to sell until he gave the word, as 
he would get me “out at the top.” But 
the market began to sag, a stock would 
get very weak while others were strong. 
I thought it would brace up again, which 
it did to a small degree, while others 
grew weak. I thought we were in a 
bull market, and, as 1 was in for a long 
pull, a loss of a few points did not mat- 
ter, for the market surely would begin 
to go up again. But prices sagged still 
lower, culminating in the crash osten- 
sibly brought about by the Steel war, 
and the collapse in Copper. All this time 
I never thought of studying whether the 
upward swing in prices that culminated 
after election day had not reached its 
limit, and that stocks were a sale at that 
time. The Market Letter man stated 
that “it was the first time in ten years 
that he had misread the market,” and 
that because of his past good record he 
ought to be forgiven his then mistake. 
He said that if Smelters broke 85 to sell 
all long holdings and go short of it. It 
went to 84 and then rose to 89. 

At the bottom of the crash in values I 
found my balance was reduced to $1,000. 
All my years’ profits and $500 besides 
had been wiped out. I saw other specu- 
lators wiped out entirely. I threw over- 
board half of my holdings at a great 
sacrifice, and now hold 100 shares on the 
ten point margin. The point I wish for 


light upon is this: Is there any way by 
which the outsider can discern the top 
of an upward swing in prices, and per 
contra, the bottom of a downward swing 
also? I do not now refer to tape read- 
ing, which seems too complicated for 
ordinary traders. Is it possible for an 
expert in values to discern the signs of 
the times in Wall Street? If you can 
keep your readers posted on this all- 
important matter, you will save them un- 
told losses and great mental misery. 

Are we at the bottom of the recent 
slump in values, both with regard rails 
and metal stocks? Or has the Tariff any 
further terrors for the trader on the 
long side? Will ten points margin, at 
the present comparatively low level of 
prices, amply protect trades? 

As you desire full details before criti- 
cizing my position in the market, I will 
say that I am carrying 20 Smelters, aver- 
aging 98, 40 (half) shares of Westing- 
house, averaging 90, 20; Tennessee Cop- 
per at 51, 20; Wabash Pfd., at 52, and 20 
St. Louis and Southwestern Pfd., at 55. 
These will all, doubtless, at some time 
in the future, show a profit, but the vital 
point is, will they go down again before 
that profit appears? W. R. B. 

Market letters, even those issued by 
students like Mr. Gibson, are not to be 
swallowed whole, but used as a guide. 
You should operate on your own judg-- 
ment and if you have no judgment, you 
should not trade at all. The other 
market letter prophet to whom you refer, 
was evidently a fakir. In claiming to be 
able to warn you when the top was 
reached, he was playing upon your cred- 
ulity. Any man who states that he has 
only read the market wrong once in ten 
years is a liar, as this record is not held 
by anyone—dead or alive. Mr. Harri- 
man or Mr. Rockefeller could not call 
the top of the market for you. They 
do not know either before, at the time, 
or immediately after the top has been 
reached. No one actually knows this. 

A margin of 20 per cent. is not suffi- 
cient unless you use a stop order. There 
has never yet been a Bull Market with- 
out a reaction of 10 or 20 points; there- 
fore the only way to be safe is to use 
a stop order or buy your stocks outright. 
We should think your previous experi- 
ences would impress this upon you. 
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What sense is there in risking your 
money, employing your time, and worry- 
ing yourself over the matter when you 
do not profit by past experiences of your- 
‘self and others, but place yourself where 
the bulk of your profits will disappear 
‘in a twinkling? 

Apparently you took profits after 
‘Taft’s election and went in again at a 
still higher level, for the prices which 
you paid are in nearly every instance 
close to record figures. It stands to 
reason that a market which had been 
tising for over a year and which then 
started on a fresh upswing lasting for 
two months could not go on rising for- 
ever. The fact, which you admit, that 
you never thought of studying whether 
the upswing had culminated proves that 
you were trading blindly. You thought 
that the market would brace up and you 
thought you were in a Bull Market; but 
thinks of this kind form a poor basis for 
market operations where thousands of 
dollars are involved. 

You say that you now hold 100 shares 
on a IO point margin. Have you a stop 
order on this? 

You also claim that tape reading is 
complicated. You mean that you do not 
want to make money badly enough to 
fo to the trouble of studying this art. 

ere is nothing so complicated about a 
thing which can be explained in plain 
terms which any ordinary person can 
understand ; but we will admit that suc- 
cessful tape reading requires deep study 
and concentration. 

It is possible for an expert to detect 
the turning point of an important swing; 
but this is something which each man 
must figure out for himself. If we 
positively knew and were willing to pub- 
lish when these turns would occur, the 
subscription price to this magazine would 
be $3,000, instead of $3.00. 

Regarding the immediate position and 
future of the market we cannot say. 
This is not within the realm of criticism. 
As to whether 10 points will amply pro- 
tect trades at the present comparatively 
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low level, we would say that the present 
level is not comparatively low. At this 
writing (March 30, 1909), prices are 
within about one point of the record 
figures of January 2, 1909. 

We advise you to get out of the mark- 
et immediately, forget all you know or 
thought you knew about trading in stocks, 
and rebuild your ideas completely on a 
common sense basis. You are now all 
wrong, and to go on in this manner will 
unquestionably end in your financial 
ruin. 

Our advice to get out is without re- 
gard to whether prices are going up or 
down from this point. 


Japan formerly .bought her railway 
equipment from England. 

Until about 1900, England dominated 
both railway construction and equipment 
in Japan. Since that time the United 
States, in competition with Germany, 
has done most of the business. 

In 1901 Japan bought 39 locomotives 
from the United States; in 1902, 14; in 
1903, 32; in 1904, 80; in 1905, I51; in 
1906, 182, and in 1907, 270, these figures 
including also the equipment ordered 
from Japan for Japanese dependencies. 
These locomotives in 1907 cost over 
$6,000,000. 

Japanese and Manchurian railways are 
now buying Pullman cars and many 
other adjuncts to railway operation be- 
sides locomotives, and the market thus 
presented has become of the highest im- 
portance to American manufacturers. 


The total value of farm products in 
1908 amounts to well on to eight billion 
of dollars—or, to be exact, $7,778,000,- 
000, which sum is four times the value 
of the year’s total products of all the 
coal, copper, iron, silver and gold mines 
in the United States, with, besides the 
value of all mineral and oil wells added. 
During the last ten years the value of 
our farm products has exceeded sixty 
billions of dollars. 





